■•*• 







•t # 



'''' > 






stiffs* uSa-jn ^T^ „* 'T ^"^ ^ ^^ **-f," ' t^ ^ ^ i- 



^^ „ -I^v- 



He 

U 5 

c rf 



CORNELL 

UNIVERSITY 

LIBRARY 






3^ 1924 092 564 537 



'i^f ^^v- 



The original of tiiis book is in 
tine Cornell University Library. 

There are no known copyright restrictions in 
the United States on the use of the text. 



http://archive.org/details/cu31924092564537 




No: 990— In EcEurty. 



IN THE 

Circuit Court of the United States, 

mSTRICJ^ OF UTAH. 



THE UNITED STATES OF AMEKICA; 

Vomplainanf, 

' ' ' *• ' . 

THE UNIQN PACIFIC RAILROAD COMPANY ET AL., 

' ' J)efendant8. 



EVIDENCE AND PROCEEDINGS BEFORE THE 
SPECIAL EXAMti^IER. 



Voliime IL — CoQipIain^nt. 



WM^lHdTOI^ I OOVINNHEHT rillHT4Nd orFIQ^ I ItOff 



No. 993— In Equity. 



IN THE 



Circuit Court of the United States 

FOR THE DISTRICT OF UTAH. 



THE UNITED STATES OF AMEEICA, 

Complainavi, 

V. 

THE UNION PACIFIC KAILKOAD COMPANY; THE OREGON SHORT LINE 
RAILROAD COMPANY; THE OREGON RAILROAD & NAVIGATION 
COMPANY; THE SAN PEDRO, LOS ANGELES & SALT LAKE RAIL- 
ROAD COMPANY; THE ATCHISON, TOPEKA & SANTA FE RAILWAY 
COMPANY; THE SOUTHERN PACIFIC COMPANY; NORTHERN PA- 
CIFIC RAILWAY COMPANY; GREAT NORTHERN RAILWAY COM- 
PANY; FARMERS' LOAN & TRUST COMPANY; EDWARD H. HARRIMAN, 
JACOB H. SCHIFF, OTTO H. KAHN, JAMES STILLMAN, HENRY H. 
ROGERS, HENRY C. FEICK, and WILLIAM A. CLARK, 

Defendanis. 



EVIDENCE AND PROCEEDINGS BEFORE THE SPECIAL 

EXAMINER. 



Volume 11. — Complainant. 

•mm LIST OF WITNESSES AND EXHIBITS. ,^tiiu<,i 

. vV • — - 






A./?/Sl82^o 



INDEX OF WITNESSES AND EXHIBITS IN VOLUME II. 

WITNESSES. 

Original. Print. 

A. H. Payson 877 507 

JohnD. Spreckels 957 553 

W. J. Shotwell 975 565 

William A. Bissell 979" 567 

E. E. Calvin 1004 584 

H. A.Jones 1014 590 

J. RossClark 1031 601 

T. E. Gibbon 1143 672 

E. E. Wella 1206 709 

ThomasH. Phillips 1236 729 

B. A. Woodford 1246 736 

Edward H. Harriman 1255 741 

Paul Morton 1364 805 

Edwin Hawley 1411 834 

Harry C. Blye 1446 857 

Frank W. White 1454 862 

Charles Whitney Throckmorton 1467 900 

JohnF. Chumasero 1498 920 

Frank B. Mesick 1502 923 

LouisM. Allen 1.... 1510 928 

EXHIBITS. 

Original. Print. 

Complainant's Exhibit 75 915 530 

Complainant's Exhibit 76 921 534 

Complainant's Exhibit 77 930 539 

Complainant's Exhibit 78 937 542 

San Pedro, Los Angeles and Salt Lake R.B. Co. and W. A. Clark's 

Exhibit 1 1138 669 

Complainant's Exhibit 79 1142 672 

ComplaiBiant's Exhibit 80 1235 729 

Complainant' s Exhibit 81-A In separate volume of exhibits. 866 

Complainant's Exhibit 81-B do 868 

Complainant's Exhibit 81-0 do 870 

Complainant's Exhibit 81-D do 872 

Complainant's Exhibit 81-E do 873 

Complainant's Exhibit 81-F do 875 

Complainant's Exhibit 81-G do 877 

Complainant's Exhibit 81-H do 878 

Complainant's Exhibit 81-1 do 879 

Complainant's Exhibit 81-J do...... 880 

Complainant's Exhibit 81-K do 881 

Complainant's Exhibit 82-A to L do., facing 882 

III 



IV INDEX OP WITNESSES AND EXHIBITS IN VOLUME II. 

Original. Print. 

Complainant's Exhibit 83 In separate volume of exhibits. 884 

Complainant's Exhibit 84 do 888 

Complainant's Exhibit 85 do 891 

Complamant's Exhibit 86 do 892 

Complainant's Exhibit 87 do 893 

Complainant's Exhibit 88 do ; 894 

Complainant's Exhibit 89 do 895 

Complainant's Exhibit 90 do 896 

Complainant's Exhibit 91 do 897 

Complainant's Exhibit 92 do 898 

Complainant's Exhibit 93 do 899 

Complainant's Exhibit 94 do 899a 

Complainant's Exhibit 95 do 899b 

Complainant's Exhibit 96 do 899c 

Complainant's Exhibit 97 do 899d 

(For complete index see end of last volume. ) 



877 APTEENOON SESSION. 

Tuesday, Jan. 5, 1909. 

Present on behalf of the complainant, Mr. Kellogg, Mr. Severance, 
Mr. Husted; on behalf of certain defendants, Mr. Lovett, Mr. Mil- 
burn, Mr. Spooner, Mr. Beck, Mr. Blanc. 

Mr. Severance. If your honor please, our first witness, Mr. Paul 
Morton, was here this morning,' but he had an engagement for a few 
minutes after 2 o'clock, and therefore we will continue to read in 
testimony until he is able to get here. 

The Examinee. Very well. 

Mr. Severance. I now offer, pursuant to agreement, the testimony 
given by A. H. Payson, a witness before the Interstate Commerce 
Commission, who testified on the 29th day of January, 1907, at the 
city of San Francisco, Cal. I understand it is agreed hj all parties 
that this testimony may be written into the record, and have the same 
force and effect as though Mr. Payson were on the stand giving the 
same testimony. 

Mr. LovETT. Yes. 



A. H. PAYSON 

testified : 

Examined by Mr. Severance: 
Q. Mr. Payson, where do you live ? 
A. I live in San Mateo. 
Q. And what is your business ? 
A. I am assistant to the president of the Santa Fe. 
Q. How long have you occupied that position, Mr. Payson? 
A. I think four years; I don't remember exactly the date of my 
appointment to that office. I was in the employ of the Santa Fe 
before that. 
Q. What in a general way are your duties? 

A. My duties have been practically limited to the acquisition of 
terminals in San Francisco by the Santa Fe Company, and its gen- 
eral relations with the public in the matter of franchises. 
Q. Have you had anything to do with traffic ? 
A. Nothing whatever. 
878 Q. Who is the representative of the Santa Fe here in regard 
to traffic? 
71535— VOL 2—09 1 507 
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A. Mr. W. A. Bissell. 

Q. Mr. W. A. Bissell you say, Mr. Payson ? 

A. Mr. W. A. Bissell, and now— Mr. W. A. Bissell for both freight 
and passenger, and Mr. Chambers for freight traffic. 

Q. Mr. Bissell is what? What is his title? 

A. W. A. Bissell, assistant traffic manager. 

Q. I am informed that an effort was made to serve a subpoena on 
Mr. Chambers to appear here, but we are informed he is out of the 
city. Do you happen to know where Mr. Bissell is in the city? 

A. Mr. Bissell is in the city. 

Q. I suppose we could get him on the telephone, then? 

A. I think so. 

Q. Now, Mr. Payson, you say that your duties have largely been 
confined to the acquisition of terminals in about San Francisco Bay, 
do I understand ? 

A. Yes. 

Q. And you have had nothing whatever to do with traffic ? 

A. Nothing whatever. 

Q. And are not consulted about traffic at all ? 

A. And not consulted about traffic, no. 

Q. We were informed that you were, by some one in your office. 
Mr. Payson, you are one of the incorporators, I believe, of the North- 
western Pacific — is that the title? 

A. Northwestern Kailroad Company. * 

Q. Northwestern what? 

A. Railroad Company. 

Mr. Dttnne. If you will pardon me, it is the Northwestern Pacific 
Kailroad Company. 

Q. The Northwestern Pacific Eailroad Company, yes. 
A. Yes, sir. 
879 Q. And that company was formed by whom ? 

A. It was formed by the Atchison and Southern Pacific com- 
panies, holding the stock as owners. 

Q. What isthe capital stock of the Northwestern Pacific Company? 

A. Thirty-five millions of dollars. 

Q. And in what proportions do the two corporations you have 
mentioned own that stock? 

A. It is equally divided. 

Q. Prior to the incorporation of the Northwestern Pacific, did the 
Santa Fe have any railroad lines off to the north and west of San 
Francisco ? 

A. It did. 

Q. Will you state what those lines were and where they ran ? 

Mr. Dunne. At this time you refer to the Northwestern Pacific? 

Mr. Severance. Yes. 

A. It had a line of railway running from Areata, which is nine 
miles north of Eureka, in California, southwardly through Eureka, 
to a point on the Eel River south of Eureka about forty-three or 
forty-four miles, as I recollect, from its point of origin. 
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Q. When was that line of road built? 

A. I don't know when it was built. It was already built when it 
was acquired by the Santa Fe. 

Q. When was it acquired by the Santa Fe ? 

A. I can't give you that information; I would not like to answer 
that ofPhand. 

Q. I don't care about the exact date. Give me about the date. 

A. I think about four or five years ago. 

Q. Four or five years ago? 
A. I think so. 

880 Q. What are the connections at present, if any, of this line 
of road running from Areata through Eureka and to the 

south? 

A. It has no connections except with — there is a physical connec- 
tion at Areata with a road called — something — Mad Eiver Eoad, I 
think, which is practically a logging road running up the Mad River. 
That is all. 

Q. This road, as I understand you, is a little over fifty miles long? 

A. About that>-^less than fifty. 

Q. Do you know by whom it was built ? 

A. It was built by several people in Eureka. Prominent among 
them were Mr. John Vance and Mr. William Carson. 

Q. Has the Santa Fe been operating this road since it was built? 

A. Ever since it was acquired. 

Q. I mean since it was acquired by it. 

A. Since it was acquired, yes. 

Q. What is the nature of the traffic tributary to that road ? 

A. Mainly lumber, forest products, with some dairy products from 
the Eel Rivet Valley. It also does a large, or relatively large, pas- 
senger business ; there is a good deal of travel on it. 

Q. This passenger business is in and out of Eureka, is it? 

A. The passenger business is in and out of Eureka to the various 
mills, and to the Eel River Valley, which is a thriving agricultural 
settlement. 
• Q. And where was that built ? 

A. That was built on the southern end, an extension on the southern 

end towards San Francisco, along the line that will ultimately be 

built, and it was built to get into another body of timber which 

881 was owned by the Scotia Mill. 

Q. To what point do you transport these various products 
and lumber over the line of this road? 

A. We transport logs to the mills, and lumber to the landings. 

Q. What landings? 

A. There is one important landing at what is Imown as South Bay, 
which is about nine miles south of Eureka ; and the wharves in 
Eureka themselves. Those are the principal landings. 

Q. And from these wharves in Eureka, and this other place called 
South Bay, to what points is the lumber distributed ? 



610 PATSON. 

A. Well, it goes to San Francisco, it goes to Australia, and it 
goes to China. We have nothing to do with it after it goes to the 
wharves. 

Q. I understand. Are there lines of ships running to Eureka that 
take this lumber ? 

A. There are frequent steamers to Eureka, between Eureka and 
San Francisco. 

Q. And between Eureka and Australia ? 

A. That is an incidental traffic, done in sailing vessels of small 
eize that come in there for orders. It is not a regular line. 

Q. Then the bulk of the lumber, I take it, comes down to San 
Francisco. Is that right? 

A. I think the bulk of it does. 

Q. And from San Francisco it is further transported over rail 
lines ? 

A. Yes. I can't give you any figures about that. Some of it goes 
east, but a comparatively sinall amount, as I understand it. The 
bulk of it is, I think, for California consumption, and is distributed 
from San Francisco. 

Q. But some of it goes to the east ? 
882 A. Some of it, but not very much. 

Q. Over what lines or road does it move to the east from 
San Francisco? 

A. Well, it is moved by any line after it gets to San Francisco. I 
don't know about the subdivision of it. 

Q. There are only two lines from San Francisco east? 

A. Only two lines. 

Q^. It is moved by either of the two lines ? 

A. It is moved by either line. 

Q. Either the Southern Pacific or the Santa Fe? 

A. Either the Southern Pacific or the Santa Fe, yes. 

Q. What is the name of this corporation that owns this fifty-mile 
road? 

A. Since the incorporation of the Northwestern Pacific Railroad 
Company i 

Q. I don't mean the Northwestern Pacific, but what was the name 
of the corporation that owned it when the Santa Fe acquired its 
etock ? 

A. The bulk of it was owned by what was called the Eel Eiver & 
Eureka Railroad. 

Q. By the Eel River & Eureka Railroad ? 

A. The Eel River and Eureka Railroad, yes. 

Q. By what corporation was the balance of it owned ? 

A. The balance of it was owned by the owners of the Eel Eiver & 
Eureka, but under different names; they had formed some smaller 
corporations and built extensions. 

Q. Did the Eel River & Eureka road, or any of these other smaller 
corporations, acquire the stock of that logging road that you spoke 
of that ran up the Eel River? 
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A. No, sir. 

Q. That is separate, is it? 

A. That is separate now. 

Q. That belongs, to some other lumber company? 

883 A. That belongs to some other lumber company. I think 
they call it the Areata & Mad River, but I am not quite sure. 

Q. Did the Eel Eiver & Eureka road, or any of these other smaller 
corporations, acquire the stock of that logging road that you spok& 
of that ran up the Eel River ? 

Witness. If you will allow me, I misunderstood that question. In 
a previous question you asked me if we had any connections, and I 
said with only one foreign road, and that was the Areata & Mad 
River, that made a connection, physical connection, with our tracks 
in Areata. 

Q. I got the name wrong in this last question, then. 

A. You have got the name wrong, yes. 

Q. What is the name of it? 

A. The Areata & Mad River. That runs up the Mad River, not 
the Eel River. 

Q. And that road is still owned by a lumber company ? 

A. Still owned by a lumber company. 

Q. So that the Santa Fe's holdings are this line of road, about 51 
miles of road- — something like that. 

A. Yes, sir. 

Q. With the connections at Eureka, and the other landings that 
you have mentioned? 

A. Yes, sir. 

Q. And that has been run for four years by the Santa Fe? 

A. About. 

Q. What kind of an organization did that road have? Did you 
have a manager up there ? 

884 A We had a vice-president and general manager there, and 
he reported directly to me. The property was under my 

charge, practically. 

Q. What other railroad, if any, did the Santa Fe have which went 
into the Northwestern Pacific ? 

A. It owned what was called the Fort Bragg and Southeastern. 

Q. The Fort Bragg and Southeastern ? 

A. Yes, sir. 

Q. Where is that line located ? 

A. It starts from the coast at the port of Albion, and runs from 
there about 23 miles southerly and easterly. 

Q. How far is Albion from Eureka ? 

A. Oh, pretty nearly 200 miles, I should say. 

Q. Nearly 200 miles from there ? 

A. 200 miles, yes, sir. 

Q. Further north? 
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A. South. 

Q. Further south I meant to say. 

A. Yes, sir. 

Q. And how far is Albion from San Francisco ? 

A. About 80 miles, I think. Perhaps more than that— nearly 100 
miles. _ • 

Q. So that you had this line of road, commencing about 80 miles 
north of San Francisco ? 

A. Yes, sir ; 80 miles— more than that— perhaps nearly a hundred 
miles. A hundred miles say. 

Q. And running southeasterly? 

A. Yes, sir. 

Q. Towards San Francisco ? 

A. Towards San Francisco. 

Q. So the southerly terminus of this road, the Fort Bragg & 
Southeastern, is between 75 and 80 miles north, or northwest, of San 
Francisco ? 

A. Well, the 20 miles was not directly cutting off the distance to 
San Francisco. The present southern terminus of the Fort Bragg & 
Southeastern, by the nearest way you could get to it, would be 
885 more than a hundred miles from San Francisco. 

Q. From whom did the Santa Fe people acquire the Fort 
Bragg & Southeastern ? 

A. The lumber interests that had the Albion mill. 

Q. And what was the purpose of that acquisition by the Santa Fe? 

A. It was the nucleus of a feeder which would tap the Mendocino 
timber country and be tributary to San Francisco. 

Q. That is, you bought that line with the intention of making it 
the nucleus of a line of roads to go up from San Francisco to tap 
the timber country? 

A. A part of a line of roads to go north to tap the timber country. 

Q. And at that time the Santa Fe expected to construct that line 
itself? 

A. It did. 

Q. Yes. And it was also contemplated by the Santa Fe that this 
line, the Fort Bragg & Southeastern, would be extended farther 
north, to a connection with this other line that you first mentioned, 
called the 

A. At the time we bought the Fort Bragg & Southeastern we had 
not sufficient knowledge of the country to know whether it would 
form part of a through line from San Francisco north to Humboldt 
Bay, or whether it could only be used as a feeder to such a through 
line. Our subsequent surveys disclosed the fact that it could not be 
made a part of the through line, that it could only be used as a feeder. 

Q. As a feeder? 

A. Yes, sir. 

Q. But the line in the north, the Areata line, was to be part of a 
through line to San Francisco? 
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A. It was. 

Q. Did the Santa Fe own any other raih-oads that went into 

886 the Northwestern Pacific? 

A. None, except the Fort Bragg & Southeastern, and the 
aggregation, which I have described to you, about Humboldt Bay. 

Q. What was the nature of the traffic moving over the Fort Bragg 
& Southeastern? 

A. Nothing but logs for the Scotia mill — I should say the Albion 
mill. 

Q. The Albion mill sawed the logs and shipped them down by 
water ? 

A. Yes, sir. 

Q. Now, what railroad lines did the Southern Pacific have that 
went into the Northwestern Pacific? 

A. They had the North Shore, the 

Q. Let us take them up one at a time and have them described. 
Where does the North Shore line run? 

A. The North Shore line runs from S^usalito to a point called 
Cazadero, up just north of the Russian River, with a branch to the 
town of San Rafael. 

Q. How long is that railroad ? 

A. Well, I can't say exactly ; I think about 80 miles. • 

Q. And how near does that come to San Francisco? 

A. Sausalito, which is across the bay, on the other side of the bay, 
on the Marin County shore, about six miles by water. 

Q. Does the Southern Pacific have a rail connection between Sau- 
salito and its lines running to the east and south ? 

A. I can't say exactly as to that. I think it does. 

Mr. Dunne. What do you mean, an all-rail connection ? 

Mr. Severance. From Sausalito, Mr. Dunne. 

Commissioner Lane. You could have rail connection by Tiburon 
and through there to the rest of the system ? 

Mr. Severance. Yes, that is what I mean. 

887 Mr. Dunne. Do you mean is there at present such an all- 
rail connection? Is that the question? 

Mr. Severance. Yes, whether there is a rail connection so that 
cars could be switched from Sausalito, or from some other point 
on that road, to your main lines to the east and south. Do you 
know, Mr. Dunne? 

Mr. Dunne. I don't know of any all-raU connection, except very 
circuitous one. 

Commissioner Lane. That can be done by the Southern Pacific by 
way of Vallejo Junction. 

Mr. Dunne. It would have to go that way. 

Mr. LovETT. There is a connection up there somewhere that would 
connect with the Southern Pacific, but I don't know just where. 

Q. How far is this 80 miles of the Southern Pacific from the Fort 
Bragg & Southeastern ? 
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A. it is not very far as regards distance, but a connection between 
them would be a practical impossibility on account of the country. 

Q. On account of the grades? 

A. On account of the country, the mountainous, difficult country. 

Q. What is the distance between them, Mr. Payson? 

A. You mean from the Fort Bragg & Southeastern, the nearest 
point of the Fort Bragg & Southeastern ? 

Q. Yes. 

A. To Cazadero? 

Q. Yes. 

A. Well, it would be, I should say, 80 miles as the crow flies, 
across the country. 

Q. It would be 80 miles? 
A. Yes. 

888 Q. Then it is just as far from the nearest point on the 
Sausalito road as it is from San Francisco, to the Fort 

Bragg & Southeastern ? 

A. Well, it is not very much farther, because there is not very 
much difference. The Duncans Mills road does not run due north; 
it runs over towards the coast. I can't speak of these distances, 
you know, with exact knowledge. 

Q. What is the next line of road owned by the Southern Pacific 
which goes into the Northwestern Pacific ? 

A. What is called the San Francisco & North Pacific Coast — ^I 
believe that was the title for it — now called the California North- 
western, that is the late title for it. 

Q. How long a road is that ? 

A. The California Northwestern? 

Q. Yes. 

A. I can't say exactly. I think about 137 or 140 miles, but I 
have never had any direct connection with those properties, and I 
don't carry those figures in my head'. 

Q. In making this consolidation, you acted for the Santa Fe, did 
you not ? 

A. No, sir. Those negotiations were made in New York. 

Q. They were made in New York ? 

A. Yes, sir. 

Q. Between whom ? Do you know ? 

A. No, sir. 

Q. This California Northwestern, you say, is 140 miles long? 

A. I think so; I am not quite sure about that. 

Q. Does the California Northwestern run anywhere near these 
other lines? 

A. It runs up the Sonoma Valley; the California Northwestern 

goes up the Sonoma Valley, which is a valley parallel to the coast 

but entirely separated from the North Shore topographically! 

889 Q. It is separated from the North Shore line topographically 
and is also separated from the Fort Bragg & Southeastern? 
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A. Absolutely. Of course, connections could be made by going 
through the hills down into the Sonoma Valley. 

Q. There is still another line of road, is there not? 

A. Of the Southern Pacific? 

Q. Yes. 

A. That is the Eureka & Klamath. 

Q. The Eureka and what? 
. A. Klamath. 

Q. Where does that run? 

A. That runs north from Areata towards Trinidad, on the coast. 

Q. Runs north from Areata, which is the terminus, is it not, of 
your 

A. Of our road. 

Q. Of your road; yes. 

A. Yes, sir. 

Q. And it runs to what point? 

A. Well, near Trinidad. 

Q. Does it reach a harbor on the Pacific Ocean? 

A. Not yet. 

Q. How far is it from it? 

A. Only a few miles. But it is not a harbor; it is an open road- 
stead. 

Q. Is it under construction? 

A. Those few miles? 

Q. Yes. 

A. I don't think so. 

Q. At the present time, then, that line does not reach any port? 

A. It reaches no port except the port of Eureka — ^indirectly the 
port of Eureka. 

Q. Over your rails? 

A. Over our rails. And, also, there is a branch that leaves Areata 
and goes around on the spit which separates Eureka from the sea, and 
therefore reaches tidewater on the Bay of Eureka. 

Q. Do ships meet it at that point? 
A. Yes, sir. 
890 Mr. LovETT. What is that? 

Mr. Severance. I asked him if ships meet that branch at that 
point. 

Q. What is the class of traffic that moves over that line? 

A. Practically a lumbering road exclusively. It brings logs to the 
mill on Humboldt Bay, and that is practically all — with supplies for 
the logging camps out. 

Q. I don't think you told me how long that road is — ^the Eureka 
& Klamath? 

A. Well, I don't know. I think about 20 or 30 miles. 

Q. About 25 or 30 miles? . 

A. Not more than that. 

Q. And that does not do a general business, as your line running 
into Eureka does? 
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A. It hasn't got it to do. 

Q. Except to the extent of lumber ? 

A. And the supplies for the campers out. 

Q. Supplies out; yes. Now, the Northwestern Pacific has been 
organized by those two companies, and it has acquired these roads. 
What additional lines is it proposed to build ? 

A. It is proposed, as I understand it, to build the connecting link 
between the present northerly end of the California Northwestern 
and the southerly end of what was the San Francisco Northwestern. 
In other words, it is proposed to connect the Southern Pacific prop- 
erties on the south with the properties formerly of the Atchison on 
the north. And also 

Q. Do you mean the California Northwestern ? 

A. Yes, sir. The two names are confusing. One was San Fran- 
cisco Northwestern; the other California Northwestern. The Cali- 
fornia Northwestern was the 

891 Q. The California Northwestern is the Southern Pacific 
line? 

A. — Southern Pacific line, and the San Francisco Northwestern 
was the Atchison line in the north. 

Q. They had the Fort Bragg & Northeastern? 

A. No, sir ; the Fort Bragg & Southeastern is the one. 

Q. Then, that is still another one you have not mentioned yet, is it? 

A. Yes ; I described it to you a little while ago. 

Q. I think not. 

A. It is the road from Albion. 

Q. Oh, that is the one? 

A. That is the one. 

Q. I thought you called that the Fort Bragg & Southeastern. 

A. That is the Fort Bragg & Southeastern, yes ; that is the one I 
described to you. 

Q. You are speaking now of the California Northwestern? 

A. The California Northwestern included the North Shore and 
that other road up the Sonoma Valley. 

Q. Belonging to the Southern Pacific ? 

A. Belonging to the Southern Pacific. 

Commissioner Lane. You intended. Captain, to extend down this 
way towards the Bay of San Francisco ? 

Witness. That was our plan. 

Commissioner Lane. That was your plan, the Santa Fe's plan? 

Witness. Yes, sir. 

Commissioner Lane. Instead of that you have consolidated the 
two roads, and you intend that the road that extends up through 
Willits shall meet your road up to Humboldt Bay ? 

Witness. Yes, sir. 

Commissioner Lane. And the connection that you make you 

892 call the San Francisco Northwestern? 



PAYSON. 517 

Witness. The San Francisco Northwestern was the name which 
the Santa Fe gave to those small properties which it got into a single 
corporation up around Humboldt Bay. 

Commissioner Lane. You consolidated those companies there? 

Witness. Yes, sir; consolidated them. 

Commissioner Lane. And called the consolidated roads the San 
Francisco Northwestern? 

Witness. Yes, sir ; the San Francisco Northwestern. 

Mr. Dunne. The Fort Bragg & Southeastern is a lateral? 

Witness. The Fort Bragg & Southeastern- is a lateral, yes. I did 
not finish my answer' as to the projected construction. 

Q. Proceed with your answer. 

A. First the link of which I speak, connecting those properties on 
the south with those on the north. 

Q. How long a link was that? 

A. That would be about 110 miles. And then possibly a lateral 
which will connect this Fort Bragg & Southeastern with the main 
trunk line, and tap Mendocino County. 

Q. And that other line, then, will be controlled by the two compa- 
nies, jointly? 

A. By the two companies, jointly. 

Q. Have you a contract between the Southern Pacific and Santa Fe 
with reference to that matter, in writing? 

A. There is such a contract. I haven't it. 

Q. Who has that? 

A. It was prepared in New York. 

Q. Is it in New York, as far as you know ? 
893 A. As far as I know. 

Q. It is not here. 

A. Well, I don't know that it is not here. 

Q. At least, if it is, you don't know where it is? 

A. I don't know where it is. 

Mr. Lovett. It is in New York and we will furnish it to you. 

Q. That contract, as you understand it, contemplates a change 
from year to year of management, does it ? 

A. As has been reported to me, it gives the two companies alter- 
nately a majority of the Board of Directors, in alternate years. 

Q. We will get the contract in New York. 

Commissioner Lane. Judge Lovett, will you let me sea that map, 
please? 

Mr. LcEETT. Certainly, ypur honor. 

Q. I suppose that, in view of having made this arrangement with 
the Southern Pacific, the Santa Fe has abandoned its idea of extend- 
ing the lines down to San Francisco Bay. You intend to use this 
road jointly? 

A. Not abandoned it. We intend to pay half the cost of it. 

Q. But as an independent proposition, you have abandoned it; 
you have substituted a joint line for your own proposed line ? 
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A. Exactly. We have abandoned the intention of buUding it 

alone. u i. x. 

Q. This projected line that you intended to build would that have 
gone up the coast alongside of either of these Southern Pacific lines? 
A. No, sir. 

894 Q. It would not? 
A. No, sir. 

Q. It would have gone through a different valley? 

A. Through a different valley. 

Q. Entirely separate? 

A. Oh, I beg your pardon, perhaps I did not understand your 
question. 

Q. I asked you whether— you said you had contemplated build- 
ing a line down from the north. 

A. Quite so. 

Q. And to the bay? 

A. Yes, sir. 

Q. I asked you whether that contemplated line would have gone 
up to your line, to your connection, alongside or in the vicinity of 
the Southern Pacific lines? 

A. I don't know. It would not have done so if we could have 
avoided it. Our surveys were directed towards finding an alternate 
line which would be practicable and to get into an entirely different 
territory. 

Q. Do you know whether you were successful ? 

A. We were successful in finding possible lines through Lake 
County. 

Q. That country up there is mostly timber country, is it not, Mr. 
Payson ? 

A. Where do you mean? 

Q. Well, all that northern country from here up. From 50 miles 
north up to Eureka. 

A. From the present end of the Southern Pacific Company's lines, 
I will call them, for the sake of clearness 

Q. Yes. 

A. From there north to Humboldt Bay there is practically nothing 

in the way of timber along the Eel River; it is a stock country 

pure and simple, of but little value. The redwood timber is not 

found until you get within a very short distance of Humboldt 

895 Bay. There is nothing to feed a railway between the present 
northern end of the Southern Pacific properties and the Red- 
wood timber, which comes but a short distance south of Humboldt 
Bay. 

Q. And that is a matter of 150 miles? 
A. 110 miles. 
Q. 110 miles? 

A. Not 110 miles out of the timber; it will be possibly 90 to 100 
before you get to the timber — 90 miles, certainly, north. 
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Q. Do you happen to know, sir, whether there are any other lines 
of railroad projected into that region, into that timber country, I 
mean ? 

A. I don't know of any. 

Q. You haven't heard of any? 

A. I haven't heard of any. 

Q. Is your company operating steamships? 

A. No, sir. 

Q. You do not? 

A. No, sir, except the ferryboats on the Bay. 

Q. Yes, I understand, but you do not connect by steamer with any 
of these northern ports for this lumber traffic? 

A. There is one exception that I should state. We have a con- 
tract with the Albion Steamship Company to bring lumber to San 
Francisco — the Fort Bragg & Southeastern has a contract with the 
Albion Steamship Company, by which they take the lumber we 
deliver at Albion and bring it down to San Francisco. 

Q. That is, the Santa Fe has a contract with the Albion Steamship 
Company? 

A. Yes, sir. 

Q. By which it takes lumber delivered to it by you at Albion ? 

A. At Albion. 

Q. And brings it down to San Francisco? 

A. To San Francisco, yes, sir. 

Q. Do they make through shipments to the points on the line 
896 of the Santa Fe road? 

A. No, not — ^the lumber may go through, but it is not billed 
through. We know nothing about what becomes of it after we de- 
liver it to them. 

Q. There is no connecting line, no billing through ? 

A. No, sir. 

Q. They do not issue through bills? 

A. No, sir. We do not know what becomes of it after it leaves 
Albion. We simply have an arrangement with the steamship com- 
pany by which they take it down, and that is the end of it so far 
as we know. - i 

Mr. LovETT. Until it reaches where? 

Witness. San Francisco. 

Q. In other words, it has an outlet over the Santa Fe or Southern 
Pacific? 

A. Or Southern Pacific, yes, sir. 

Q. Either one? 

A. Yes, sir. 

Q. Is that a contract which is subject to be terminated at any time, 
that contract that you speak of? 

A. That contract was a contract we inherited from the people 
from whom we bought the road, and it terminates by its terms when- 
ever there is a rail connection with San Francisco. 



620 PAYSON. 

Q. So that they won't be in your way after the rail connection is 
made? 

A. "With the rail connection, it ends. 

Q. Now, you say that that is the only contract that you have with 
any steamship line? 

A. That is the only contract of which I have any knowledge. 

Q. Have you any contracts or any transactions, Mr. Payson, with 
any of the Oriental lines, the Oriental steamship lines? 

A. I have nothing to do with that part of the business. I 

897 said that is the only contract of which I have any knowledge. 

Q. In whose charge would that matter be, that matter of 
contracts with Oriental lines — Mr. Bissell's ? 

A. I assume Mr. Bissell would know about those arrangements. 

Q. He would know about that? 

A. Yes, sir. 

Q. Do you have charge of the other lines, or have anything to do 
with the other lines of the Santa Fe in the State, outside of the lines 
around San Francisco and in the north ? 

A. I have nothing to do with the operation of any of the lines of 
the Santa Fe, except these northern properties. 

Q. But you are familiar with the ownership, are you not? 

A. In a general way. 

Q. Is there a line of road down near Mojave somewhere which is 
used jointly by the Southern Pacific and Santa Fe ? 

A. There is a line from Bakersfield to Mojave over the Tehachapi 
Pass that is used jointly by the Southern Pacific and the Santa Fe. 

Q. Who owns the line ? 

A. The Southern Pacific. 

Q. How I'ong a line of road is that? How much track? 

A. About 70 miles, I think ; I think it is 70 miles. 

Q. Is it operated independently by the two companies, or how is 
it done? 

A. It is operated by the Southern Pacific, the Santa Fe paying a 
rental, which was fixed by the estimated cost of the property, and 
which is constant, for each year, and also a proportion of the operat- 
ing expenses and maintenances, which is divided between the two 
companies in the proportion of their use of the road. 

Q. And you each run through trains over it ? 
A. "We each run through trains over it. 

898 Q. But it is operated by the Southern Pacific? 

A. It is operated under the direction of the Southern 
Pacific. 

Q. Does that mean any more than that the train dispatcher of the 
Southern Pacific has charge of the track ? You run your own trains, 
do you not ? 

A. The operating officials of the Southern Pacific have control of 
our trains. Our trains are our own equipment, but they are under 
the control of the Southern Pacific officials while they are on that 
track. 
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Q. But it is your own power that pulls them through? 

A. Yes, sir. 

Q. And your own trainmen ? 

A. Yes, sir. 

Mr. LovETT. All of that is expressed by the contract, Mr. Severance, 
and we will furnish you that contract. 

Mr. Severance. All right, I would like to have that if you will 
let me have it. 

Mr. LovETT. Yes, I think we have a copy of it. 

Q. Outside of that line there, that 70 miles, is there any track in 
Southern California that you know of which is used jointly or owned 
jointly by the Southern Pacific and Santa Fe ? 

A. I don't know of any. 

Q. There is none of the track up the valley from Los Angeles to 
San Bernardino that is used jointly? 

A. I don't think there is any used jointly by the Southern Pacific 
and the Santa Fe. It is my impression there is none. 

Q. Some of that track down in the valley there is used by the Salt 
Lake road, is it not ? 

A. I think that what you are speaking of, between San Bernardino, 
and that part of the country, there is some arrangement with 
899 the Salt Lake road about. I am not familiar with the details. 
Q. We have the contract relating to that. 

A. Yes, sir. . 

Q. Your company owns the road running to San Diego, does it 
not? 

A. Yes, sir. 

Q. Do you happen to have any knowledge as to the steamship 
coimections with San Diego, or does that all come under Mr. Bissell? 

A. All comes under Mr. Bissell. I have no knowledge of it. 

Q. You have no knowledge of that? 

A. No, sir. 

By Commissioner Lane : 

Q. Is there any practicable way. Captain, of building down the 
coast from Oregon, excepting over bne of the lines that the North- 
western Pacific owns? 

A. I think it is practicable to come down the coast from — well, by 
a line of railway. It would be very expensive, but it is practicable, 
possible. 

Q. In order to get to San Francisco Bay, would it be necessary 
to come down over the lines of the Atchison, that the Atchison owns, 
or that the Southern Pacific owns ? 

A. From the north — no. 

Q. What way could the line come down? 

A. The line could follow the coast for most of the way. It would 
be very difficult, but it is possible. 

Q. You have, then, in this consolidation those lines which have the 
easiest means of access to the Bay of San Francisco from the north? 
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A. I think it is the best line. 

Q. And you have all the roads from the north of San Francisco 
Bay up to the Oregon line ? 

A. Our joint interest with the Southern Pacific extends no farther 
than Trinidad, than this Eureka & Klamath, which I believe ends 
somewhere up near Trinidad. 

900 Q. There are some roads up farther north than that in Cali- 
fornia, are there? 

A. I believe there is a road projected from Coos Bay to the coast, 
but there is no road along the coast north of that. 

By Mr. Severance : 

Q. Do you know anything about the arrangements that are made 
with the Japanese line of steamships here — the connection? 

A. No, I know nothing about that. 

Q. You don't have anything to do with that at all ? 

A. Nothing whatever. 

Q. Nor do you have anything to do with the connections that are 
made at Los Angeles or San Diego? 

A. Nothing to do with it whatever. 

Q. Has the Southern Pacific Company any interest in your San 
Joaquin line ? 

A. None at all. 

Q, None at all ? 

A. None at all. 

Q. That is owned by the Santa Fe alone? 

A. Absolutely. 

Q. And the only part of the Southern Pacific line that you use 
is the line from Bakersfield to Mojave? 

A. It is practically a bridge, that is all it is. There is practically 
no traffic alongside of it. It was simply a bridge from one piece of 
line to another, over the Tehachapi. 

Q. Are the terminals in San Francisco in which the Santa Fe is 
interested owned exclusively by the Santa Fe? 

A. Exclusively by the Santa Fe. 

Q. Are the terminals around the Bay of San Francisco known 
as Santa Fe terminals exclusively owned by the Santa Fe? 

A. Exclusively by the Santa Fe. 

Q. The Southern Pacific has no property interests what- 

901 ever in any of the terminal lines that come under your man- 
agement ? 

A. Has no interest in any of the terminal facilities in San Fran- 
cisco that are known as Atchison terminal facilities. There is no in- 
terest in any of the property of the Santa Fe in San Francisco or 
in Oakland held by the Southern Pacific. 

Q. There is no interest, you say, in any of the property of the 
Santa Fe, in San Francisco or Oakland, owned by the Southern 
Pacific. That is a correct statement, is it? 
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A. Oh, I beg your pardon. I think I have made one error there. 
There is a joint ownership of the stock-yards out there in the Potrero; 
that is, the land is jointly owned by the Southern Pacific and Santa 
Fe. But with that exception, the statement is true. 

Q. Then, is it a correct statement of your relations with the 
Southern Pacific that you have no joint ownership in any railroad 
properties, either main line or terminals or terminal facilities, except 
in such as you have in the Northwestern Pacific, and the portion that 
you use from Bakersfield to Mojave? 

A. And this joint interest in the stock-yards. 

Q. That is all? 

A. That is all. 

Mr. LovETT. He has forgotten the line from Needles to Mojave, 
owned by the Southern Pacific. 

Mr. Severance. Is that jointly used ? 

Mr. LovETT. It is owned by the Southern Pacific, but used ex- 
clusively by the Santa Fe. I am referring now to the line from the 

Needles to Mojave 

Witness. The old Atlantic and Pacific. 
902 Mr. LovETT. Yes, owned by the Southern Pacific, but leased 

to the Atchison. 

Witness. That is a piece of ancient history that I did not know. 
But I knew we operated it exclusively. 

Mr. LovBTT. For all practical purposes it is the Atchison line. 
The legal title is in the Southern Pacific, but the Atchison has run it 
since 1879, 1 think. 

Mr. J. C. Stubbs. You have forgotten about the Sunset Oil Fields' 
Road. 

Witness. Oh, yes, I did forget the Sunset. There is a small 
road out of Bakersfield to the Sunset oil fields built jointly by the 
Southern Pacific and ourselves several years ago, and it is jointly 
owned and alternately operated. We take turns in operating it. 

Q. Under a similar arrangement to that you have with the North- 
western Pacific? 

A. No, sir; not exactly. In the Northwestern Pacific, it is sup- 
posed the operation will be continuous, but the majority of the di- 
rectors will change from year to year, whereas with the Sunset line 
we actually take turns in operating the road. The Southern Pacific 
takes it for one period, and then we take it afterwards for a like 
period. 

Q. That road is practically an oil road exclusively ? 

A. That is an oil road exclusively, goes out to the oil fields at Sun- 
set. 

Q. It taps wells owned by the Atchison road ? 

A. I don't think at present it does, and I don't think — when it was 
built, the Atchison had no property in that territory at all. Since 
then it has acquired an interest in the Midway Field, which this 
71535— VOL 2—09 2 
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903 Sunset line does' not exactly reach, but it is in that direction. . 

Q. Is the property, then, all property tihat is also owned by 
the Southern Pacific? 

A. No, sir, that is not owned jointly with the Southern Pacific. 

Q. There is no oil property in the neighborhood of Sunset, that you 
know of, owned by the Southern Pacific? 

A. I don't think there is any jointly owned by the Southern Pacific 
and Santa Fe that I know of, tributary to the Sunset line. 

Q. Is there any independently owned by the Southern Pacific in 
the Sunset District? 

A. I don't know of any. 

Q. How long a line of road is that? 

A. About 20 miles. 

Q. You say that was built jointly by the two companies? 

A. Well, it was a plan of Mr. Tevis, Mr. William Tevis, who lives 
down there in Bakersfield. He was going to build it himself, and 
finally the two roads agreed to bear the expense, in other words, take 
the bonds and jointly own the property. 

By Commissioner Ltane : 

Q. Now, then, with the exception of the Sunset Road, the lease 
that you have for the use of the line from Bakersfield to Mojave, and 
the lease of the line from Mojave to The Needles, the terminals at 
the union stockyards, and the Northwestern Pacific running north 
from San Francisco Bay, all the other properties known as Atchison 
properties in this state are owned exclusively and controlled by you? 

A. To the best of my knowledge. 

Q. With the exception of what is known as the Clark line that 
runs into San Francisco — that runs into Los Angeles, I 

904 should say — there are no other eastern rail connections to 
California except the Southern Pacific and the Atchison, are 

there? 

A. Not now. 

Q. By the acquisition and consolidation of the roads to the north 
of San Francisco Bay under the Northwestern Pacific system, you 
have the most practicable route of access from the north ? 

A. I think so. There are other roads possible, but that is the best 
one. 

^ Q. Is there any practicable way in the southern end of this state, 
the southeasterly end of this state, for coming into Los Angeles from 
the south, that is not now controlled either by the Southern Pacific 
or the Atchison ? 

A. I don't know about that. I understand there are plans for an 
independent line from San Diego and east over what I believe is a 
practicable route. 

Q. That is what is Imown as the Spreckels' line ? 

A. That is what is known as the Spreckels' line. 

Q. Running east of San Diego over to Yuma ? 

A. Yes, sir. 
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Q. And there to connect, possibly, with the Southern Pacific ? 
A. With any line. 
Q. Or with any other line of road ? 
A. Yes, or with any other line of road. 
Q. With which they can make a connection? 
A. Yes, sir. 

Q. But that does not contemplate going eastward out of California ? 
A. I don't know. I don't know about that. 

Q. Have you had any lines surveyed through the north, the north- 
ern portion of the state, that is, the northeastern portion of 

905 the state, running from San Francisco Bay up to Lake County 
and through there? 

A. We had a survey running north from the Bay of San Fran- 
cisco to Lake County, and thence into the drainage of the Eel Eiver, 
and so on to Humboldt Bay. 

Q. Was there, at the time the consolidation was made between 
the Southern Pacific Company and the Atchison of these north- 
western lines, any alternative railroad connection from the north- 
west? 

A. I don't quite understand the question. 

Q. Was there proposed at the time that you made this consolida- 
tion, considered possible that a road coming from the east or from 
the northeast toward any of your lines on Humboldt Bay, would 
be connected with those lines, that is, alternative to the Southern 
Pacific? 

A. Did we have any information that there were other plans of 
other roads for using that territory? 

Q. Yes. 

A. None, whatever. I don't think it was possible. 

Q. You don't think it was possible? 

A. Well, from the east, no ; from the Sacramento Valley across 
to that country, I don't think it was possible. But we heard no 
plans, at least, I never had any intimation that anybody else was 
seeking an entrance to that territory. Our arrangement with the 
Southern Pacific was simply to save expense. We were both 
staggered by the expense which the surveys disclosed would attend 
the construction of that line. It is a most difficult country, both for 
construction and maintenance, and when it came to the question of 
building two parallel roads into the country, there was not enough 
in it to make it worth while. 

' By Mr. Severance: 

Q. Speaking of there being two parallel roads in the country, 

906 had the Southern Pacific in contemplation the extension of 
their lines to Humboldt Bay? 

A. Yes, sir. They were also planning to extend their lines. 
Q. And they had surveys made? 
A. They were making surveys, yes. 

Q. And both the Southern Pacific and the Santa Fe abandoned 
the idea of building independent lines which would be parallel, 
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you say, each to the other, in favor of saving expense and building 
one line? 

A. Exactly. 

Q. And that line to be operated the way you have stated, one 
year by one company 

A. Yes. 

Q. And the next year by the other ? 

A. Yes, sir. 

Q. Had you gone to the extent of procuring any right of way 
for this extension to the north prior to this consolidation ? 

A. Practically none. For a few miles below the southern end 
we had a right of way agreement with the farmers, but practically 
nothing obtained. 

Q. Had you definitely located your line ? 

A. No, sir. 

Q. Had you decided on the line within reasonable limits? You 
knew in a general way where it was going, did you not? 

A. We knew — if we were forced to build an independent line, 
we would probably have — there is one line marked out as the best 
line. All of the others are attended with a good many difficulties. 
They are possibilities, of course, but they involved very heavy grades 
and heavy work. The best line is along the drainage of the Eel 
River. 

Q. Is that the line that is to be followed by the joint action of 
the companies? 
907 A. That is the line that is to be followed ; that is, the line we 

have practically decided on as the best. But the others could 
be followed, if necessary. 

Q. Was it feasible for the Southern Pacific to build a branch to 
this Humboldt country from its terminal ? 

A. No, sir. It would be practically impossible. 

Q. On account of the nature of the country ? 

A. On account of the nature of the country. 

Q. The only feasible way to tap that country is by a north and 
south line? 

A. The feasible way is by north and south lines, but there are 
more possibilities than one in the way of a north and south line. 

Q. But you say that the one you have is better, that there is one 
that you think is better ? 

A. We think it is best, because it gives a better grade. 

Q. Gives you a better grade? 

A. Yes, sir. It will be more difficult of maintenance, but it will 
give us a better grade. 

Q. The country is materially different, is it, than that to be pene- 
trated by the line to Coos Bay ? 

A. Yes, sir. 

Q. The Southern Pacific is now building, as I understand, to Coos 
Bay? 
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A. They are building at right angles to the coast, yes, at Coos Bay. 
Q. Now, as you come farther down the coast, does the country get 
more difficult? 

A. Oh, I can't say that. They are both difficult. 

908 Q. The difficulties, then, are evidently not insurmountable 
because the Southern Pacific is now building the line from 

Coos Bay to Roseburg? 

A. They are not insurmountable, no, except that it is very costly 
construction. 

Q. Except that it is very costly construction. For that reason 
you went in together rather than to both build up there and compete 
with each other? 

A. Yes, sir. 

Mr. Severance. I think thait is all. I would like to have Mr. 
Bissell, Captain Payson, come here. I want to inquire into property 
conditions, if he can come this afternoon. 

Commissioner Lane. I can adjourn at this time, if you desire it, 
before you begin the examination of Captain Payson, Judge Lovett. 

By Mr. Lovett: 

Q. I have but a few questions and I can ask them now. These 
lines sold by the Atchison, or which were subsequently merged into 
the Northwestern Pacific Railroad Company, were wholly in the 
State of California, were they? 

A. Wholly within the State of California. 

Q. I believe you testified that they have no connection with any 
other railroad Unes? 

A. Except — ^no other railroad line extending out of the State of 
California. 

Q. Well, I am speaking now of railroad lines extending out of 
the State of California. 

Commissioner Lane. That is not literally true, Judge. The North- 
western Pacific, as I understand it, has a connection which crosses 
over through little Sonoma Valley into Napa, and directly 

909 over into Solano County, and thence to the main line of the 
Southern Pacific. 

Mr. Lovett. Yes, your honor, but I was only asking about the two 
companies that the Atchison control. 

Commissioner Lane. The Atchison? 

Q. Yes. Neither of the companies that the Atchison controlled 
and put into this consolidated company had any rail connection at 
all, did they? 

A. No, sir. 

Q. Their only outlet was by boat? 

A. Their only outlet was by boat. 

Q. The Southern Pacific lines that were consolidated with the 
Atchison lines, and into the Northwestern Pacific Eailroad Com- 
pany, were also within the State of California, were they not? 
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A. Entirely within the State of California. 

Q. Was it your understanding that those lines were consolidated 
under the laws of California? 

A. That is my understanding. 

Q. You testified to some arrangement with some line of boats 
belonging to this coast road. I did not catch the name. 

A. The Fort Bragg & Southeastern. 

Q. The Fort Bragg & Southeastern? 

A. The Fort Bragg & Southeastern, yes, sir. 

Q. It connected with a line of boats at Areata ? 

A. At Albion. 

Q. The Fort Bragg & Southeastern? 

A. Yes, sir ; that was it. 

Q. Did that line, the Fort Bragg & Southeastern, do any business 
except haul logs for the mills? 

A. Practically none ; a few little supplies for the camps, but prac- 
tically its entire business is the hauling of logs for the mills, and 

lumber from one mill that is established on it. 
910 Q. There is one mill out on the line? 

A. There is one mill out on the line, yes, sir. 

Q. These lines controlled by the Atchison were not, as they ex- 
isted at the time of the merger, competing in any sense with the 
Southern Pacific lines, were they? 

A. Not at all. 

Q. When the links necessary to connect them are completed, the 
effect then will be to give those lines an outlet to California, the 
rest of it? 

A. To California and the East. 

Q. If the Southern Pacific had completed its lines to a connection 
with the Atchison, practically the same arrangement might have 
been effected by the ordinary trackage contract, might it not? 

A. Quite so. 

Q. Just as at Mojave? 

A. Just as at Mojave, yes, sir. 

Mr. LovETT. I think that is all. 

By Mr. Severance: 

Q. Except that in the case of the Mojave track, as I understand 
it, you say there is no local traffic? 

A. I testified to the same thing as regards the country between 
Willits and the southern end of pur line. I said we didn't get into 
the timber until we reached the southern end of Humboldt Bay. 

Q. Then tliere would be no traffic there? 

A. Very little. It is a stock country. 

Q. How is that? 

A. A stock country; a cattle country. 

Q. Does that not constitute rather a profitable line? 

A. Yes, sir; but it is a cattle country that requires so much country 
to sustain a few cattle that the business is not large. There is very 
little business, in other words, between the present ends of the 
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911 proposed road. You go 20 miles south of the present end of 
the properties about Humboldt Bay and you have got about 

out of the timber, and then from there on down to WiUits, the end 
of the Southern Pacific properties on the north, there is very little 
business. 

Q. You would not compare that, would you, with the country be- 
tween Mojave and Bakersfield? 

A. Well, there is not so very much difference, so far as I have 
seen it. 

Q. There is not much. You have been over it, have you ? 

A. I have been over it several times. 

Q. And the only traffic going out of the country is live stock? 

A. There will be very little of that. The business of the road will 
be transporting lumber products from Humboldt Bay across that in- 
tervening country. 

Q. Counsel asked you if these lines y^ere not all within the State 
of California. That is true, of course, but after they are connected 
up with the main lines of the Southern Pacific and the Santa Fe, they 
wiU become part of interstate roads, just the same as any other line 
of track in the State, will they not ? 

A. That is true. 

Q. The lumber traffic would move from that country directly 
through to the east over your lines ? 

A. Yes, sir. 

Q. You expect it to do so. 

Mr. Severance. I think that is all. 

By Mr. Lovett: 
Q. Your understanding is that the ownership of this line is to be 
retained in the Northwestern Pacific Railroad Company, and not 
merged with the Atchison or the Southern Pacific? 
A. That is my understanding. 

912 Mr. Severance. You understood, did you not, also, that half 
the stock is to be owned by each of these companies ? 

Witness. I did, and so stated, I think. 

Mr. Severance. Yes, that is what I thought. I believe that is a 
practical ownership. 

913 Mr. Severance. May it please your Honor, we have just put 
into the record the testimony of Captain A. H. Payson, given 

in San Francisco. He referred in his testimony to certain contracts 
made in New York with reference to the Northwestern Pacific Rail- 
road Company, a corporation which was incorporated jointly by the 
Southern Pacific and the Santa Fe. Judge Lovett has furnished us 
with copies of those contracts which, it is stipulated, may be offered 
in lieu of the production of the originals, with the same effect. I will 
therefore offer the following exhibits, being the agreements I have 
mentioned, viz: 

Complainant's Exhibit 75 (Payson), an agreement between the 
Southern Pacific Company and The Atchison, Topeka and Santa Fe 
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Railway Company, relating to various railways in Northwestern 
California, dated December 1, 1906; 

Complainant's Exhibit 76 (Payson), an agreement between the 
Southern Pacific Company, The Atchison, Topeka and Santa Fe 
Railway Company and Northwestern Pacific Railroad Company, 
for sale to the Northwestern Pacific Railway Company, etc., dated 
December 7, 1906; 

Complainant's Exhibit 77 (Payson), an agreement between the 
Southern Pacific Company, The Atchison, Topeka and Santa Fe 
Railway Company and Northwestern Pacific RaUroad Company, 
giving the right to prevent default under mortgages, dated March 12, 
1907; 

Complainant's Exhibit 78 (Payson), Trust Agreement, between 
Southern Pacific Company, The Atchison, Topeka and Santa Fe 
Railway Company and The Farmers' Loan and Trust Company, re- 
lating to stock of the Northwestern Pacific Railroad Company, dated 
March 30, 1907. 

914 Mr. LovETT. The defendants object to so much of the testi- 
mony of the witness Payson as relates to the agreements just 

mentioned, and also objects to each of the agreements offered upon the 
ground that each of the corporations owning the railroad referred 
to in the agreements was incorporated in the State of California, and 
that all the lines of railroad covered by the agreements were situated 
wholly within the State of California, and that the consolidation 
of these lines and these agreements were authorized under the laws 
of the State of California. 

It is agreed that the objection just made may stand as to each ques- 
tion and answer relating to the subject matter of the objection, with 
the same effect as though it was repeated as to each question and each 
answer and as to each agreement. 

Mr. LovETT. I will add to my objection, if your Honor please, that 
the contracts are immaterial and the testimony of the witness Payson 
is immaterial. 

915 Complainant's Exhibit 75 Payson is as follows : 

Complainant's Exhibit 75. (Payson.) 

Southern Pacific Compant and The Atchison, Topeka and Santa 
Fe Railway Company. 

agreement relating to various railways in northwestern CALI- 
FORNIA; DATED DECEMBER 7, 1906. 

Agreement, Made this seventh day of December, 1906, between 
Southern Pacific Company (herein called the " Southern Com- 
pany"), a corporation of the State of Kentucky, party of the first 
part; and 



PAYSON — complainant's EXHIBIT '75. 531 

The Atchison, Topeka and Santa Fe Railway Company (herein 
called the "Atchison Company"), a corporation of the State of 
Kansas, party of the second part. 

Whereas, the Southern Company owns or controls : 

(a) All the outstanding shares of the capital stock and the notes 
and other floating debt, described in " Schedule 1 " hereto attached, 
of the California Northwestern Railway Company ; 

(b) All the outstanding shares of the capital stock and the notes 
and other floating debt, described in " Schedule 1 " hereto attached, 

of the San Francisco and North Pacific Railway Company ; 

916 (c) All the outstanding shares of the capital stock and the 
bonds, notes and other floating debt, described in " Schedule 

1 " hereto attached, of the Eureka and Klamath River Railway Com- 
pany; and 

(d) All the outstanding shares of the capital stock and the bonds, 
notes and other floating debt, described in " Schedule 1 " hereto 
attached, of the North Shore Railroad Company. 

There are also outstanding in the hands of the public and not 
, owned or controlled by the Southern Company, First Mortgage Five 
Per Cent. Bonds of said California Northwestern Railway Company, 
due 1928, amounting to $985,000; First Mortgage Five Per Cent. 
Bonds of said San Francisco and North Pacific Railway Company, 
due 1919, amounting to $3,880,000 ; and General Mortgage Bonds of 
the North Pacific Coast Railroa'd Company, which formerly owned 
the property now owned by the North Shore Railroad Company, due 
January 1, 1912, amounting to $1,498,000 ; and 

Whereas, the Atchison Company owns or controls :- 

(a) All the outstanding shares of the capital stock and the notes 
and other floating debt, described in " Schedule 1 " hereto attached, of 
the San Francisco and Northwestern Railway Company; 

(b) First Mortgage Six Per Cent. Bonds due in 1903 of the Eel 
River and Eureka Railroad Company amounting to $149,000, which 
are secured by mortgage upon part of the railway and property now 
owned by the San Francisco and Northwestern Railway Company; 
and 

(c) All the outstanding shares of the capital stock and the 

917 notes and other floating debt, described in " Schedule 1 " hereto 
attached, of the Fort Bragg and Southeastern Railway Com- 
pany. 

There are also outstanding in the hands of the public and not 
owned or controlled- by the Atchison Company Five Per Cent. Bonds 
of the Eel River and Eureka Railway Company, due 1914, amount- 
ing to $313,000, such bonds being secured by mortgage on part of 
the railway and property now owned by said San Francisco and 
Northwestern Railway Company; and 

Whereas, the Southern Company and the Atchison Company are 
of the opinion that it is desirable to vest in one corporation the lines 
of railway and properties of the California Northwestern Railway 
Company, the San Francisco and North Pacific Railway Company, 
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the North Shore Railroad Company, the Eureka and Klamath 
Eiver Railway Company, the San Francisco and Northwestern 
Railway Company and the Fort Bragg and Southeastern Railway 
Company, and to cause to be constructed a line of railway connect- 
ing the railways of the California Northwestern Railway Company 
and of the San Francisco and North Pacific Railway Company with 
the railway of the San Francisco and Northwestern Railway Com- 
pany, and a line of railway connecting the railway of the Fort 
Bragg and Southeastern Railway Company with the railway of the 
San Francisco and North Pacific Railway Company, and other 
extensions and branch lines in Mendocino and Humboldt counties, 
and as hereinafter provided a branch line into Lake County, to the 
end that the said counties may be furnished with better railway trans- 
portation facilities and that their natural resources may be further 
developed ; but on account of the great cost of construction of 

918 such extensions and branches and the necessity of operating 
said lines of railway together as one property, it is believed that 

such new construction cannot be undertaken profitably and ad- 
vantageously except with the aid and co-operation of the Southern 
Company and the Atchison Company, as herein provided; and 

Whereas, the Southern Company and the Atchison Company have 
agreed, as hereinafter provided, to sell and transfer to a new cor- 
poration to be organized as a railroad company the said stocks, 
bonds and indebtedness of said several companies owned or con- 
trolled by the Southern Company and the Atchison Company, 
respectively, and that the Southern Company and the Atchison 
Company shall each own a beneficial interest in one-half of the 
shares of the capital stock of such new corporation, to the end that, 
by consolidation of such new corporation with said several com- 
panies hereinbefore mentioned, the railways and properties of said 
several companies and of said new corporation shall be vested in 
one consolidated corporation, by which such extensions and branches 
may be built, and that the Southern Company and the Atchison 
Company shall each own a beneficial interest in one-half of the 
shares of the capital stock of said consolidated corporation, less the 
number of shares required to qualify directors. 

Now, therefore, it is mutually agreed by and between the parties 
hereto as follows, viz : 

Article I. 

The Southern Company and the Atchison Company will cause 
such new corporation to be organized. Its articles of incor- 

919 poration and by-laws and the selection of its first board of 
directors shall be approved of by the Southern Company and 

the Atchison Company, and each of said companies respectively shall 
cause to be subscribed for and paid in five hundred thousand dol- 
lars par value of the capital stock of such new corporation. The 
Southern Company and the Atchison Company thereupon will exe- 
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cute an agreement with such new corporation, substantially of the 
tenor of the drafts agreement marked " Schedule 1 " hereto attached, 
and wiU respectively sell and transfer to such new corporation, as 
provided in Article I. and Article II. of said agreement (Schedule 
1), the stocks, bonds, and indebtedness therein described. 

Article II. 

The Southern Company and the Atchison Company as stock- 
holders in such new corporation will co-operate in effecting the con- 
solidation provided for in said agreement (Schedule 1). The pro- 
ceedings and papers of consolidation, including the articles of in- 
corporation and consolidation, and the by-laws of the consolidated 
corporation, and the selection of its first board of directors shall 
be approved of by the Southern Company and the Atchison Company, 

Aeticle III. 

The Southern Company and the Atchison Company forthwith, 
upon the issue to them respectively of the shares of the capital stock 
of such consolidated corporation, and upon the execution of the 
mortgage or deed of trust to be executed by such consolidated cor- 
poration as provided in said agreement (Schedule 1), will execute 
an agreement with The Farmers' Loan and Trust Company, a 
920 corporation of the State of New York, of the tenor of 
" Schedule 2 " hereto attached, and wUl transfer and deliver 
the certificates for such shares of capital stock, duly endorsed for 
transfer for the purpose of securing the performance of said agree- 
ment, Schedule 2. 

Article IV. 

If either the Southern Company or the Atchison Company shall 
so desire, such consolidated corporation shall construct and operate 
a branch line to a point at or near the Lakes in Lake County. 

In witness whereof, each of the parties hereto has caused these 
presents to be signed 'by its President or a Vice-President and its 
corporate seal to be hereto affixed and attested by its Secretary or 
Assistant Secretary the day and year first above written. 

Southern Pacific Company, 
By E. H. Hareiman, President, 
(Seal S. P. Co.) 
Attest : 

Alex. Millar, Secretary. 

The Atchison, Topeka and 
Santa Fe Railroad Company, 
By E. P. Ripley, President. 
(Seal The A., T. & S. F. Ry. Co.) 
Attest: 

L. C. Deming, Asst. Secretary. 
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921 Complainant's Exhibit 76 is as follows : 

Complainant's Exhibit 76. 

Southern Pacific Company, The Atchison, Topeka and Santa 
Fe Railway Company and Northwestern Pacific Railway 
Company. 

agreement for sale to the northwestern pacific railway com- 
pany, etc. — ^dated december 7, 1906. 

Agreement, Made this seventh day of December, 1906, between 
Southern Pacific Company (herein called the "Southern Com- 
pany"), a corporation of the State of Kentucky, party of the first 
part; 

The Atchison, Topeka and Santa Fe Railway Company (herein 
called the "Atchison Company"), a corporation of the State of 
Kansas, party of the second part; and 

Northwestern Pacific Railway Company (herein called the "Cali- 
fornia Company"), a corporation of the State of California, party 
of the third part. 

Whereas, the Southern Company owns or controls: 
(a) All the outstanding shares of the capital stock and the notes 
and other floating debt, hereinafter described, of the California 
Northwestern Railway Company; 

922 (b) All the outstanding shares of the capital stock and the 
notes and other floating debt, hereinafter described, of the 

San Francisco and North Pacific Railway Company; 

(c) All the outstanding shares of the capital stock and the bonds, 
notes and other floating debt, hereinafter described, of the Eureka 
and Klamath River Railway Company; and 

(d) All the outstanding shares of the capital stock and the bonds, 
notes and other floating debt, hereinafter described, of the North 
Shore Railroad Company. 

There are also outstanding in the hands of the Public and not 
owned or controlled by the Southern Company first Mortgage Five 
Per Cent. Bonds of said California Northwestern Railway Company, 
due 1928, amounting to $985,000; First Mortgage Five Per Cent. 
Bonds of said San Francisco and North Pacific Railway Company, 
due 1919, amounting to $3,880,000 ; and General Mortgage Bonds of 
the North Pacific Coast Railroad Company, which formerly owned 
the property now owned by the North Shore Railroad Company, due 
January 1, 1912, amounting to $1,498,000; and 

Whereas, the Atchison Company owns or controls: 

(a) All the outstanding shares of the capital stock and the notes 
and other floating debt, hereinafter described, of the San Francisco 
and Northwestern Railway Coinpany; 

(b) First Mortgage Six Per Cent. Bonds due in 1903 of the Eel 
River and Eureka Railroad Company amounting to $149,000, which 
are secured by mortgage upon part of the railway and property now 
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owned by the San Francisco and Northwestern Railway Company; 
and 

(c) All the outstanding shares of the capital stock and the 
923 floating debt, hereinafter described, of the Fort Bragg and 
Southeastern Eailway Company. 

There are also outstanding in the hands of the public and not 
owned or controlled by the Atchison Company Five Per Cent. Bonds 
of the Eel Eiver and Eureka Railway Company, due 1914, amounting 
to $313,000, such bonds being secured by mortgage on part of the 
railway and property now owned by said San Francisco and North- 
western Railway Company; and 

Whereas, the parties hereto desire to vest in one consolidated cor- 
poration the railways and properties of the California Northwestern 
Railway Company, the San Francisco and North Pacific Railway 
Company, the Eureka and Klamath River Railway Company, the 
North Shore Railroad Company, the San Francisco and Northwestern 
Railway Company and the Fort Bragg and Southeastern Railway 
Company, and to cause to be constructed a line of railway connect- 
ing the railways of the California Northwestern Railway Company 
and of the San Francisco and North Pacific Railway Company with 
the railway of the San Francisco and Northwestern Railway Com- 
pany, and a line of railway connecting the railway of the Fort Bragg 
and Southeastern Railway Company with the railway of the San 
Francisco and North Pacific Railway Company, and other exten- 
sions and branch lines in Mendocino and Humboldt counties, and, 
if either the Atchison Company or the Southern Company so desires, 
a branch line to a point at or near the Lakes, in Lake County, to the 
end that the said counties may be furnished with better railway 
transportation facilities and that their natural resources may be 
further developed; but on account of the great cost of construction 
of such extensions and branches and the necessity of operating 
924 said lines of railway together as one property, it is believed 
that such new construction cannot be undertaken profitably 
and advantageously except with the aid and cooperation of the 
Southern Company and the Atchison Company, as herein provided; 
and 

Whereas, the parties hereto have therefore agreed that the South- 
ern Company and the Atchison Company, severally and respectively, 
shall sell and transfer to the California Company, on the terms herein 
stated, the said stocks, bonds and indebtedness of said several com- 
panies owned or controlled by the Southern Company and the Atchi- 
son Company, respectively, such sale being a first step in carrying 
out a plan to vest said railways and properties in one consolidated 
corporation, and to enable it to build such extensions and branches 
and to furnish additional railway transportation facilities in said 
counties of Mendocino and Humboldt and as herein provided in Lake 
County; and 

Whereas, the authorized capital stock of the California Company 
is thirty-five million dollars ($35,000,000), and the Southern Com- 
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pany and the Atchison Company, each respectively, has caused to be 
subscribed and paid in five hundred thousand dollars ($500,000), 
par value, of such authorized capital stock: 

Now, therefore, it is nautually agreed by and between the parties 
hereto .as follows, viz. : 

Article I. 

The Southern Company agrees to sell and transfer to the Cali- 
fornia Company, or to its nominee or nominees, 

15,660 shares of the capital stock of said California Northwestern 
■Railway Company, being all the shares of the capital stock of said 
company issued and outstanding, 

925 60,000 shares of the capital stock of said San Francisco and 
North Pacific Railway Company, being all the shares of the 

capital stock of said company issued and outstanding, 

60,000 shares of the capital stock of said North Shore Eailroad 
Company, being all the shares of the capital of said company issued 
and outstanding, 

5,000 shares of the capital stock of said Eureka and Klamath River 
Railway Company, being all the shares of the capital stock of said 
company issued and outstanding. 

First Mortgage 5 Per Cent. Gold Bonds of said North Shore Rail- 
road Company, issued under and secured by its mortgage and deed of 
trust, dated May 1, 1902, to Mercantile Trust Company of San Fran- 
cisco, as Trustee, heretofore declared due under the provisions of the 
mortgage securing the same because of default in payment of the 
interest thereon and now held by said Mercantile Trust Company of 
San Francisco for the Southern Company to the amount of $2,000,000. 

Notes of said North Shore Railroad Company, payable to the order 
of John Martin, J. W. Foster and Southern Company, respectively, 
now owned by Southern Pacific Company, aggregating, exclusive of 
interest, $1,161,450, 

All indebtedness of said Eureka and Klamath River Railway Com- 
pany, due the Southern Company. 

The California Company agrees that upon the transfer to it, or its 

nominee or nominees, of the said shares of capital stock, bonds, notes 

and other floating debt of said several companies, it, the California 

Company, will pay to the Southern Company the sum of 

926 twenty-three million eight hundred and ninety- four thousand 
nine hundred and sixty-eight dollars and thirty-seven cents 

($23,894,968.37) , of which sum two million eighty-nine thousand two 
hundred and thirty-two dollars and nine cents ($2,089,232.09) shall 
be paid in cash ; seventeen million dollars ($17,000,000) shall be paid 
by the issue to the Southern Company or its nominee of seventeen mil- 
lion dollars ($17,000,000) in the fully paid-up shares of the capital 
stock of the California Company and the remaining four million 
eight hundred and five thousand seven hundred and thirty-six dollars 
and twenty-eight cents ($4,805,736.28) by the issue and delivery to the 
Southern Company of the promissory notes of the California Com- 
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pany payable on or before the expiration of one year from the date 
thereof, with interest at the rate of four per cent, per annum. 

Article II. 

The Atchison Company agrees to sell and transfer to the California 
Company, or to its nominee or nominees, 

3,000 shares of the capital stock of the San Francisco and North- 
western Railway Company, being all the shares of the capital stock 
of said company issued and outstanding, 

1,000 shares of the capital stock of the Fort Bragg and Southeast- 
ern Railway Company, being all the shares of the capital stock of said 
company issued and outstanding, 

All notes and floating debt of the San Francisco and Northwestern 
Railway Company held by the Atchison Company, the aggregate 
principal thereof being $1,520,000, 

First Mortgage Six Per Cent. Bonds due in 1903 of the Eel River 

and Eureka Railroad Company amounting to $149,000, which are 

secured by mortgage upon part of the railway and prop- 

927 erty now owned by the San Francisco and Northwestern Rail- 
way Company. 

All floating debt of the Fort Bragg and Southeastern Railway 
Company held by the Atchison Company. 

The Atchison Company further agrees to pay to the California 
Company the sum of one million eighty-nine thousand two hundred 
and thirty-two dollars and nine cents ($1,089,232.09) in cash. 

The California Company agrees that upon the transfer to it, or its 
nominee or nominees, of the said shares of capital stock, bonds, notes, 
and other floating debt of said several companies, and upon payment 
of said sum in cash, it, the California Company, will pay to the 
Atchison Company the suniof seventeen million dollars ($17,000,000), 
which shall be paid by the issue to the Atchison Company or its 
nominees of seventeen million dollars ($17,000,000) in the fully paid 
up shares of the capital stock of the California Company. 

Article III. 

It is further agreed that as speedily as is practicable after the sale 
and transfer pursuant to Articles I. and II. hereof of the stocks, 
bonds and indebtedness of the several companies in said articles men- 
tioned, the said California Company shall consolidate with the Cali- 
fornia Northwestern Railway Company, the San Francisco and North 
Pacific Railway Company, the North Shore Railroad Company, the 
Eureka and Klamath River Railway Company, the San Francisco 
and Northwestern Railway Company and the Fort Bragg and South- 
eastern Railway Company, under and in pursuance of the laws 

928 of the State of California, to the end that by such consolidation 
the title to the railways and all of the properties of said con- 
stituent companies shall be acquired by and vested in one consolidated 
corporation, the capital stock of which shall be thirty-five million 
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dollars ($35,000,000) and shall be issued share for share to the stock- 
holders of the California Company. 

It is further agreed that promptly after such consolidation shall 
have been effected the consolidated corporation shall execute a mort- 
gage or deed of trust covering the railways so acquired, and the addi- 
tional properties to be constructed and acquired as set forth in said 
mortgage or deed of trust, which shall be substantially of the tenor of 
" Exhibit A" hereto attached. 

It is further agreed that such consolidated corporation shall cause 
to be paid the said promissory notes to be issued to the Southern 
Company pursuant to Article I. hereof out of the proceeds of the sale 
of the bonds to be issued, certified and delivered in pursuance of 
Section 2, Article Second, of said mortgage or deed of trust. 

It is further agreed that as soon as is practicable after the execu- 
tion of said mortgage or deed of trust (Exhibit A), the Southern 
Company, the Atchison Company and such consolidated corporation 
shall execute an agreement substantially of the tenor of " Exhibit B," 
hereto attached, giving the right to the Southern Company and the 
Atchison Company to make certain payments to prevent a default 
under said mortgage or deed of trust of such consolidated corporation 
or under any other mortgage or deed of trust upon any of its proper- 
ties. 
929 In witness whereof, each of the parties hereto of the first 

and second part, pursuant to a resolution of its Board of Direct- 
ors, has caused these presents to be signed by its President or a Vice- 
President, and its corporate seal to be hereunto afiixed and attested 
by its Secretary or an Assistant Secretary, and the party of the 
third part, pursuant to a resolution of the Board of Directors has 
caused these presents to be signed and its corporate seal to be here- 
unto afiixed and attested by its Assistant Secretary the day and 
year first above written. 

Southern Pacific Company, 
By E. H. Hareiman, President. 

(Seal S. P. Co.) 

Attest : 

Alex. Millar, Secretary. 

The Atchison, Topeka and Santa Fe Rail- 
way Company, 
By E. P. Ripley, President. 
(Seal The A., T. & S. F. Ry. Co.) 
Attest : 

L. C. Deming, Asst. Secretary. 

Northwestern Pacific Railway Company, 
By Jos. Hellen, Assistant Secretary. 
(Seal N. W. P. Ry. Co.) 
Attest : 

Jos. Hellen, Assistant Secretary. 
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930 Complainant's Exhibit 77 is as follows : 

Complainant's Exhibit 77. 

Southern Pacitic Company, of the Fikst Part, The Atchison, 
ToPEKA AND Santa Fe Eailway Company, or the Second Part, 
AND Northwestern Pacific Railroad Company, of the Third 
Part. 

agreement giving the right to prevent default under mortgages, 
dated, march 12, 1907. 

Agreement, made this 12th day of March, 1907, between 

Southern Pacific Company (herein called " Southern Company "), 
a corporation of the State of Kentucky, party of the first part; 

The Atchison, Topeka and Santa Fe Eailway Company (herein 
called "Atchison Company "), a corporation of the State of Kansas, 
party of the second part ; and 

Northwestern Pacific Railroad Company (herein called " Cali- 
fornia Company"), a corporation of the State of California, party 
of the third part. 

Whereas, the Southern Company being the owner of the shares 

931 of the capital stock of the California Northwestern Railway 
Company, the San Francisco and North Pacific Railway 

Company, the Eureka and Klamath River Railway Company, and 
the North Shore Railroad Company, and certain obligations of 
said several companies, and the Atchison Company being the owner 
of the shares of the capital stock of the San Francisco and North- 
western Railway Company and the Fort Bragg and Southeastern 
Eailway Company, and certain obligations of said several compa- 
nies, sold all said shares of capital stock and all said obligations to 
the Northwestern Pacific Railway Company for the purpose of 
carrying out a plan to vest in one consolidated corporation the rail- 
ways and properties of said several railway companies and to cause 
to be constructed a line of railway connecting the railways of the 
California Northwestern Railway Company and of the San Fran- 
cisco and North Pacific Railway Company with the railway of the 
San Francisco and Northwestern Railway Company and a line of 
railway connecting the line of railway of the Fort Bragg and South- 
eastern Railway Company with the railway of the San Francisco 
and North Pacific Railway Company, and other extensions and 
branch lines in Mendocino and Humboldt Counties, and if either the 
Southern Company or the Atchison Company so desires a branch 
line to a point at or near the Lakes, in Lake County, to the end 
that the said counties may be furnished with better transportation 
facilities and that their natural resources may be further devel- 
oped; and 

Whereas, it was part of such plan that the railway company formed 
by such consolidation should execute a mortgage or deed of trust to 
71535— VOL 2—09 3 
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secure an issue of Thirty-five million dollars ($35,000,000), par 

932 value, of the First and Eefunding Mortgage Four and One- 
Half Per Cent. Gold Bonds of said Company, in order to pro- 

, vide the means of paying the obligations of said consolidated corpo- 
ration and of providing for its future requirements ; and 

Whereas, the California Company is the consolidated corporation 
formed by the consolidation of said several companies, and has 
executed such mortgage or deed of trust to The Farmers' Loan and 
Trust Company, a corporation of the State of New York, as trustee, 
to which mortgage or deed of trust reference is hereby made ; and 

Whereas, pursuant to such plan the Southern Company and the 
Atchison Company have each acquired 174,995 shares of the capital 
stock of the California Company ; and 

Whereas, it was one of the terms and conditions of such sale made 
by the Southern Company and the Atchison Company to the North- 
western Pacific Railway Company that forthwith after the formation 
of such consolidated corporation and the execution of its mortgage or 
deed of trust, an agreement substantially of the tenor of these presents 
should be executed by the Southern Company, the Atchison Company 
and the California Company, so as to enable the Southern Company 
and the Atchison Company to protect their respective interests in the 
capital stock of the California Company against a failure on the 
part of the California Company to pay any sum due and payable 
under its said mortgage or deed of trust or under any other mortgage 
or deed of trust upon any of its properties ; 

Now, therefore, in consideration of the premises, and of one 

933 dollar by each party to the other paid, the receipt whereof is 
hereby acknowledged, it is mutually agreed by and between the 

parties hereto as follows, viz. : 

In case the California Company at any time or times shall fail to 
pay any sum that shall become due for principal or interest of any 
bonds secured by its said mortgage or deed of trust, or by any other 
mortgage or deed of trust that shall constitute a lien upon any prop- 
erty now or hereafter owned by the California Company, or any 
other sum payable under any of said mortgages, then the Southern 
Company and the Atchison Company, each respectively in its dis- 
cretion, shall be entitled to deposit, upon special trUst, as hereinafter 
provided, with the trustee of said mortgage or deed of trust of the 
California Company, one-half of such sum as the California Com- 
pany shall fail to pay ; and if either the Southern Company or the 
Atchison Company shall make such deposit of one-half of said sum 
but the other of said companies shall fail, on or before the following 
■day to make a similar deposit of the other half of such sum, then the 
Company which deposited one-half of such sum shall be entitled, in 
its discretion, to deposit the remaining half. 

Every such deposit shall be made upon special trust for the pay- 
ment, for account of the California Company, of the particular sum 
■or sums that shall have become due or payable by the California Com- 
pany as aforesaid ; and for each sum deposited by either of said two 
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companies as aforesaid the trustee shall deliver to such Company a 
receipt or receipts specifying the amount and date of such deposit 
and the purpose for which such deposit was made. 

934 The California Company covenants and agrees that in case 
either of said two Companies shall deposit with said trustee 

any sum or sums as aforesaid, it, the California Company, will repay 
to such Company, or its assigns, at the time and in the manner here- 
inafter specified, the sum or sums so deposited, and until the repay- 
ment of the principal of such deposit will pay interest thereon at the 
rate of six per cent, per annum, such interest to be payable semi- 
anually on the first day of March and the first day of September in 
each year. 

Every such payment of interest and every such repayment of 
principal shall be made at the office of said trustee upon presentation 
of the respective receipts issued by said trustee for such deposits. 
Each payment of interest upon any deposit and each repayment of 
part of the principal of any deposit shall be endorsed upon the receipt 
issued therefor, and upon repayment in full of the principal of any 
deposit and the interest due thereon, the receipt issued for such 
deposit shall be marked " paid " and be surrendered. 

The California Company agrees that before repaying the principal 
of any deposit it will pay all semi-annual installments of interest that 
theretofore shall have become due upon all deposits that shall have 
been made; that it will pay all such installments of interest in the 
order in which they matured, and that if it shall pay only part of 
the installments of interest maturing on any date on all such deposits, 
then it will pay such installments pro rata. 

The principal of each deposit shall be repayable from time to 

time and at any time in the discretion of the California Company 

on or before the expiration of three years from the date 

935 of the deposit; but the California Company covenants and 
agrees that— 

(a) Whenever there shall be due to either the Southern Com- 
pany or the Atchison Company a greater sum than is due to the 
other of said two companies on account of the principal of deposits 
made hereunder, it will first repay the excess to the company to 
which the greater sum is due, so that the sums due to said two com- 
panies for the principal of deposits shall be equalized. 

(b) When the sums due to said two companies for principal of 
deposits shall be equal, it will repay the respective deposits in the 
order in which the sums for the payment whereof such deposits 
were made became due, and that it will repay pro rata the deposits 
made by both of said companies in case the deposits made for the 
payment of any sum shall be repaid only in part. 

All rights hereunder of each of the parties of the first and second 
part respectively shall remain in full force and effect so long as 
such party shall retain any beneficial interest in said shares in the 
California Company deposited by such party with the Trustee or in a 
majority thereof. 
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In testimony whereof, each of the parties hereto has caused these 
presents to be signed by its President or Vice-President or an As- 
sistant Secretary and its corporate seal to be hereunto affixed 
936 and attested by its Secretary or an Assistant Secretary the 
day and year first above written. 

Southern Pacific Companx, 
(Seal S. P. Co.) By E. H. Haeriman, President. 

Attest : 
Alex. Millar, 

Secretary. 

The Atchison, Topeka and 
Santa Fb Railway Company, 
By E. P. Ripley, President. 
(SealA., T. &S. F. Ry. Co.) 
Attest : 
W. J. Eddy, 

Asst. Secretary. 

Northwestern Pacific Railroad Company, 
By A. H. Payson, President. 
(Seal N. W. P. R. R. Co.) 

Attest : 

J. L. WiLLCTJTT, 

Secretary. 



937 Complaiaant's Exhibit 78 is as follows: 

Complainant's Exhibit 78. 

Southern Pacific Company, of the First Part, The Atchison, 
Topeka and Santa Fe Railway Company, op the Second Part, 
AND The Farmers' Loan and Trust Company, of the Third Part. 

trust agreement, relating to stock of the northwestern pacific 
railroad company, dated, march 30, 1907. 

An agreement, made this 30th day of March, A. D. 1907, between 

Southern Pacific Company (herein called the " Southern Com- 
pany ") , a corporation of the State of Kentucky, party of the first 
part ; 

The Atchison, Topeka and Santa Fe Railway Company (herein 
called the "Atchison Company"), a corporation of the State of 
Kansas, party of the second part; and 

The Farmers' Loan and Trust Company (herein called the " Trus- 
tee"), a corporation of the State of New York, party of the third 
part, witnesseth: 

938 Whereas, the Northwestern Pacific Railroad Company 
(herein called the "California Company"), a corporation of 

the State of California, has agreed to execute to The Farmers' Loan 
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and Trust Company, as trustee, a certain mortgage or deed of trust to 
secure an issue of $35,000,000, par value, of the First and Refunding 
Mortgage Four and one-half Per Cent. Gold Bonds of said Cali- 
fornia Company, a draft of which mortgage is hereto attached 
marked " Schedule A ; " and 

Whereas, the Southern Company, the Atchison Company and the 
California Company have agreed to execute a certain agreement 
dated March 12, 1907 (a draft of v?hich agreement marked " Schedule 
B " is hereto attached) , giving the right to the Southern Company 
and the Atchison Company to make certain payments to prevent a 
default under said mortgage or deed of trust of the California Com- 
pany or under any other mortgage or deed of trust upon any of its 
properties; and 

Whereas, the Southern Company and the Atchison Company have 
each acquired 174,995 shares of the capital stock of the California 
Company and have mutually agreed to assign and transfer to the 
Trustee for the purpose of securing the due and punctual per- 
formance of this agreement by them respectively, all said shares 
of the capital stock of the California Company acquired by them 
respectively ; 

Now, therefore, it is mutually agreed by and between the parties 
hereto as follows: 

Aeticle I. 

Section 1. This agreement shall be executed by the parties in three 
uniform originals, one of which shall be delivered to each of the 

parties. 
939 Section 2. At the time of the execution hereof the Southern 

Company has delivered to the Trustee the certificates for 
174,995 shares and the Atchison Company has delivered to the 
Trustee the certificates for 174,995 shares of the capital stock of 
the California Company, such certificates being accompanied, in 
each case, by instruments of assignment and powers of attorney 
for the transfer of such shares upon the books of the California 
Company into the name of the Trustee as hereinafter provided. 

Section 3. The Southern Company and the Atchison Company, 
respectively, hereby sell, assign and transfer to the Trustee the shares 
in the California Company represented by said certificates delivered 
by them respectively to the Trustee; and the Trustee shall have and 
be entitled to exercise all the rights and powers of a stockholder in 
respect of the said shares, including the right to collect and receive 
all dividends that shall be declared upon such shares and the right 
to vote upon such shares at all meetings of stockholders of the 
California Company. 

Section 4. The Trustee, forthwith, shall cause the shares repre- 
sented by the certificates delivered by the Southern Company to be 
transferred upon the books of the California Company into the 
name of the Trustee, as trustee for the Southern Company subject 
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to the provisions of this agreement, and shall cause the shares 
represented by the certificates delivered by the Atchison Company, 
to be transferred upon the books of the California Company into 
the name of the Trustee, as trustee for the Atchison Company sub- 
ject to the provisions of this agreement. 

Section 5. The Trustee shall execute and deliver to the Southern 
Company and the Atchison Company respectively trust 

940 receipts for the shares delivered by them to the Trustee, each 
of such trust receipts to be substantially of the following 

tenor, viz. : 

THE farmers' loan AND TRUST COMPANY. 

Trust Eeceipt For Shares in the Northwestern Pacific Eailroad 

Company. 

This is to certify that the Company has delivered to the 

undersigned Trust Company the certificates for shares of the 

capital stock of the Northwestern Pacific Railroad Company, pur- 
suant to a certain trust agreement dated March , 1907, between 
the Southern Pacific Company, of the first part, The Atchison, 
Topeka and Santa Fe Railway Company, of the second part, and the 
undersigned Trust Company, of the third part, and that said shares 
are now held by the undersigned Trust Company in trust for 
subject to the terms and conditions of said agreement. The interest 
represented by this trust receipt is assignable only, upon surrender 
and cancellation of this receipt accompanied by delivery to the 
undersigned Trust Company of an instrument of assignment duly 
executed by the registered holder of this receipt and registration of 
the assignment upon the books of the undersigned, whereupon a new 
trust receipt in similar form will be issued to the assignee. No 
assignment or transfer shall be operative for any purpose unless 
made and registered as aforesaid nor unless a new trust receipt shall 
have been issued by the undersigned to the transferee. Every trans- 
fer shall vest in the transferee only the interest of the prior registered 
holder subject to all the terms and provisions of said agree- 
ment. 

941 In Witness Whereof, The Farmers' Loan and Trust Com- 
pany has caused this trust receipt to be signed by its Presi- 
dent and its corporate seal to be hereunto affixed and attested by its 
Secretary this day of 

The Farmers' Loan and Trust Company, 
By 

President. 
Attest : 

Secretary. 

The interest represented by each trust receipt shall be indivisible, 
and no holder of either trust receipt shall have power to divide up 
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or split the interest represented thereby or to make any transfer or 
assignment except an absolute transfer in the manner aforesaid of 
the entire interest represented by the trust receipt. 

Either trust receipt and all the rights of the holder thereof under 
this agreement shall be transferable by surrender of the trust receipt 
to the Trustee and delivery to the Trustee of an instrument of assign- 
ment duly executed by the registered holder and registration of the 
transfer upon the books of the Trustee, whereupon a new trust re- 
ceipt shall be issued by the Trustee to the transferee. Upon comple- 
tion of such transfer the transferee shall be vested with all the rights 
of the transferor under this agreement. The term " Southern Com- 
pany," when hereinafter used, shall be held to mean the Southern 
Company or the registered transferee, as aforesaid, of its interest 
hereunder, and the term " Atchison Company," when here- 

942 inafter used, shall be held to mean the Atchison Company or 
the registered transferee, as aforesaid, of its interest here- 
under. No transfer of either trust receipt or of any interest therein 
or of any interest in .any shares represented thereby shall be valid 
for any purpose unless completed in the manner aforesaid, nor unless 
a new trust receipt shall have been issued to the transferee. The 
registered holder for the time being of either of said trust receipts 
shall be deemed and treated for all purposes as the absolute owner 
thereof. 

Section 6. All said shares in the California Company shall be 
held by the Trustee upon trust for the purposes and upon the terms 
and conditions herein expressed, until delivered, transferred or sur- 
rendered as herein provided. 

Article II. 

Section 1. All the provisions of sections 2 and 3 of this Article 
II. are subject to the provisions of Article V. hereof and are limited 
thereby. 

Section 2. At each election of directors of the California Com- 
pany to be held in an uneven calendar year, that is to say, in the 
year 1907 and in each alternate year thereafter, the Southern Com- 
pany shall be entitled to select five and the Atchison Company shall 
be entitled to select iour of the directors to be elected at such election ; 
and at each election of directors of the California Company to be 
held in an even calendar year, that is to say, in the year 1908 and in 
each alternate year thereafter, the Atchison Company shall be en- 
titled to select five and the Southern Compa^ny shall be entitled to 
select four of the directors to be elected at such election. 

943 Whenever the Southern Company and the Atchison Com- 
pany shall jointly in writing request the Trustee to execute a 

power of attorney or proxy to vote at any meeting of the stock- 
holders of the California Company for the election of directors or 
for any other purpose, the Trustee shall execute and deliver, in 
accordance with such request, the power of attorney or proxy of the 
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Trustee to vote upon all or any of the shares held by the Trustee 
hereunder, such power of attorney or proxy to be of such tenor as 
may be indicated in such request. 

If the Southern Company and the Atchison Company shall not 
have jointly requested the Trustee as aforesaid to execute its power 
of attorney or proxy to vote at a meeting of the stockholders that 
shall have been called for the election of directors, the Trustee, at 
such meeting, by any officer, agent or attorney selected by the Trus- 
tee, shall cast the votes upon all said shares by it held hereunder, so 
as to elect as directors five persons designated in writing by the 
Southern Company and four persons designated in writing by the 
Atchison Company if the election be held in an uneven calendar 
year, and so as to elect five persons designated in writing by the 
Atchison Company and four persons designated in writing by the 
Southern Company if the election be held in an even calendar year; 
but if either the Southern Company or the Atchison Company shall 
fail, prior to any election, to designate in writing to the Trustee the 
persons (to the number aforesaid) whom such company desires the 
Trustee to elect, then the Trustee shall elect, from persons chosen in 
its discretion, the number of directors which the Southern Company 
or the Atchison Company so failed to designate. Upon all 

944 questions at such meeting other than the election of directors 
the Trustee shall vote as it may be requested in writing by 

the Southern Company upon the shares transferred by it to the Trus- 
tee, and as it may be requested in writing by the Atchison Company 
upon the shares transferred by it to the Trustee. 

The voting power upon said shares shall always be exercised so 
that the board of directors of the California Company shall be 
elected annually and so that the Southern Company may select a 
majority of one of the board of directors to be elected in each uneven 
calendar year and that the Atchison Company may select a majority 
of one of the board of directors to be elected in each even calendar 
year^ 

The Southern Company and the Atchison Company mutually 
agree that in case a vacancy shall occur in the board of directors of 
the California Company through the death or resignation of a direc- 
tor, the remaining directors shall fill such vacancy by electing a 
person to be designated in writing by the Eailway Company which 
originally selected the director who died or resigned. 

Section 3. Prior to each meeting of the stockholders of the Cali- 
fornia Company at which directors are not to be elected, the Trustee, 
upon request of the Southern Company or the Atchison Company, 
shall execute and deliver to the nominee of each of said companies 
a power of attorney or proxy to vote at such meeting upon the shares 
transferred by such company to the Trustee. 

Section 4. If and so long as not less than two-thirds of the 

945 shares of the capital stock of the California Company shall be 
held by the Trustee hereunder, neither the Southern Company 

nor the Atchison Company nor the Trustee, except with the written 
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consent of both the Southern Company and the Atchison Company, 
shall authorize or assent to, or exercise the voting power upon any 
of the deposited shares to authorize or assent to : 

(a) Any consolidation or agreement of consolidation of the Cali- 
fornia Company with any other company; 

(b) Any sale or lease, or agreeiment of sale or lease, of the rail- 
road or any part of the railroad of the California Company, or any 
purchase or lease by the California Company of the railroad of any 
other company, or any purchase by the California Company of the 
shares of the capital stock of any other railway company; 

(c) Any grant of trackage rights upon the line or any part of the 
line of the California Company or any grant of a right of user of any 
station or other property of said company for a period exceeding one 
year; 

(d) Any increase or reduction of the present authorized capital 
stock of the California Company; 

(e) Any increase or reduction of the number of directors of the 
California Company; 

(f ) Any alteration or amendment of the articles of incorporation 
of the California Company ; or 

(g) Any amendment, alteration or repeal of any of the by-laws 
of the California Company. 

But this shall not be held to prohibit the exercise of the voting 
power upon said shares to authorize and direct whatever action 
946 shall be necessary under the laws of California for the purpose 
of continuing or renewing the corporate existence of the Cali- 
fornia Company and to preserve unimpaired the franchises of the 
California Company and its right, title and interest in and to any 
property now owned by it or that hereafter shall be acquired by it. 

Section 5. The Trustee may insert in any proxy or power of at- 
torney executed by it under this agreement any provisions or limita- 
tions consistent with the provisions of this agreement that shall be 
deemed by the Trustee reasonable and proper for ensuring the per- 
formance of this agreement according to its true intent and purpose 
and of protecting the interests of the parties hereto. 

Section 6. It is understood that in case any provision of this 
article shall not be legally enforceable, the good faith of the Southern 
Company and the Atchison Company is nevertheless pledged to the 
performance thereof. 

Article III. 

Section 1. It is understood and agreed by the Southern Company 
and the Atchison Company that the railway and property of the 
California Company shall be operated independently and for its own 
account and in its own interest. 

Section 2. The Southern Company and the Atchison Company 
mutually agree that if and so long as not less than two-thirds of the 
capital stock of the California Company shaU be held by the Trustee 
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hereunder, neither the Southern Company nor the Atchison Company, 

alone without the written consent of the other company, will assent 

to or be a party to or participate in any act or agreement of the 

California Company which will in any manner or under any 

947 conditions discriminate between the Southern Company and 
the Atchison Company, or grant or extend to either of them 

greater rights, facilities or benefits than are granted or extended to 
the other. 

Article IV. 

The Trustee from time to time, upon demand of either the Southern 
Company or the Atchison Company, may sell and transfer to persons 
designated by such Company on such terms as the Trustee shall deem 
proper for the protection of the trust hereunder so many of the shares 
of stock in the California Company transferred by such Company to 
the Trustee and then held by it, as shall be required for the purpose 
of qualifying such persons for election as Directors of the California 
Company ; provided, however, that the number of shares transferred 
hereunder at the request of either of said two companies and not re- 
transferred to the Trustee shall never exceed one hundred shares ; and 
provided further that if any shares transferred by either the Southern 
Company or the Atchison Company to the Trustee shall be sold or 
transferred by the Trustee under this Article, then the Trustee forth- 
with shall transfer to the other of said two companies, or its nominee, 
upon the like terms, a like number of the shares by it transferred to 
the Trustee, so that the Trustee shall at all times hold in trust here- 
under exactly the same number of the shares transferred to the Trus- 
tee by each of said companies. It is understood that upon the re- 
transfer to the Trustee of shares previously transferred under this 
Article, such retransferred shares shall be held in trust under this 
agreement as though they had not been transferred by the Trustee. 

948 Article V. - 

In case the California Company shall fail to pay any sum that shall 
become due for principal or interest of any bonds secured by its said 
mortgage or deed of trust (Schedule A), or by any other mortgage 
or deed of trust that shall constitute a lien upon any property now 
or hereafter owned by the California Company, or any other sum 
payable under any of said mortgages, and either the Southern Com- 
pany or the Atchison Company shall, pursuant to said agreement 
(Schedule B), deposit with said Trustee of said mortgage or deed of 
trust (Schedule A) one-half of such sum as the California Company 
shall fail to pay, and shall thereafter, pursuant to said agreement 
(Schedule B), deposit, upon the failure of the other of said two Com- 
panies to do so, the other one-half of said sum, then, unless and until 
the other of said two Companies shall have paid (as hereinafter au- 
thorized), or the California Company shall have repaid to the Com- 
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pany which made such deposit, such sum as will make equal the sums 
remaining due and payable by the California Company to the 
Southern Company and the Atchison Company, respectively, for the 
principal and interest of deposits made by them, respectively, under 
said agreement (Schedule B), 

(a) the Company to which the greater amount is due from the 
California Company on account of deposits under said agreement 
(Schedule B) shall be entitled to vote upon all shares of the capital 
stock of the California Company transferred to and then held by the 
Trustee hereunder (including all such shares transferred to the Trus- 
tee by the Company to which the lesser amount is due from the Cali- 
fornia Company on account of deposits under said agreement) 

949 at all meetings of the stockholders of the California Company 
for the election of directors and for all other purposes not in 

conflict with section 4 of Article II hereof, and the Trustee shall 
execute and deliver to such Company a power of attorney appointing 
such Company or any person or persons that shall be designated' by 
such Company in writing, the attorney, agent and proxy of the Trus- 
tee, with power of substitution, to vote upon such shares at all such 
meetings of the stockholders of the California Company ; and 

(b) Subject to the provisions of section 3 of Article VI hereof, the 
Trustee shall apply any dividends that shall be received or collected 
by the Trustee on the shares in the California Company transferred 
to the Trustee by such Company to which the lesser amount is due as 
aforesaid, in paying, for account of such last-mentioned Company, to 
the Company to which the greater amount is due as aforesaid, such 
sum as will equalize the amounts due to both of said Companies on 
account of such deposits. 

Whenever the sums due from the California Company to the 
Southern Company and to the Atchison Company for principal and 
interest of deposits made under said agreement (Schedule B) shall 
not be equal, the company to which the lesser amount is due shall be 
entitled at any time to pay to the company to which the greater 
amount is due one-half of the difference between the amounts due so 
as to equalize the amounts due to said companies respectively for de- 
posits under said agreement; and at the time of any such payment 
the company making the same shall be entitled to receive from the 
other company a receipt, issued by the trustee under said 

950 mortgage or deed of trust of the California Company, upon 
which there is then due from the California Company a sum 

equal to the payment thus made by the one company to the other, 
and such receipt shall be accompanied by an assignment thereof and 
of the claim against the California Company represented thereby. 
Every such payment shall be made in the City of New York. The de- 
posit by either the Atchison Company or the Southern Company with 
the Trustee hereunder of a sum of money upon special trust for the 
payment of any such difference to the other company shall be deemed 
a payment of such sum to the other company as of the date of the 
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deposit of such sum with the Trustee hereunder; but the Trustee 
shall not pay over any sum so deposited with it except upon delivery 
to it, for account of the company which deposited such sum, of a re- 
ceipt issued by the trustee of said mortgage or deed of trust upon 
which there is due from the California Company the sum. so de- 
posited with the Trustee hereunder, together with an assignment 
thereof, as aforesaid, to the company which made such deposit there- 
under. Principal and interest of sums due shall in each case be ad- 
justed separately. 

Whenever the amounts due to the Southern Company and the 
Atchison Company on account of deposits under said agreement 
(Schedule B) shall have been equalized through any payment or re- 
payment, the right to vote upon the shares held by the Trustee shall 
again be governed by all the provisions of Article II and the divi- 
dends on said shares shall be paid over as provided in Article VII 
hereof. 

Whenever the Trustee hereunder shall be called upon to take any 
action based on the amounts due to the Southern Company 

951 and the Atchison Company respectively on account of the de- 
posits made pursuant to said agreement (Schedule B), the 

Trustee hereunder may give notice to said companies to exhibit to the 
Trustee the receipts then held by them; and each of said companies, 
within three days after receipt of such notice from the Trustee shall 
exhibit to the Trustee all such receipts then held by it. The Trustee 
shall have full power and authority to determine, for the purposes of 
this agreement, from the receipts so exhibited to it, the amount then 
due to each company on account of such deposits, and if either the 
Southern Company or the Atchison Company shall fail to exhibit all 
receipts held by it within three days after notice from the Trustee, 
then the other company may furnish the Trustee a statement in writ- 
ing of the amount due to the company failing to exhibit its receipts, 
and the Trustee ma,y assume, for the purposes of this agreement, 
that such statement is correct and may act thereon, unless and until 
receipts shall be exhibited to it showing that such statement was in- 
correct. Any such determination by the Trustee may at any time be 
reconsidered, changed or set aside by the Trustee. Any such notice 
addressed to either the Southern Company or the Atchison Company 
and delivered to any officer or assistant officer of such company in the 
City of New York or elsewhere, shall be deemed served upon such 
company. 

Aeticle VI. 

Section 1. The Southern Company and the Atchison Company 

severally and respectively covenant and agree each with the other 

and also with the Trustee, from time to time, upon demand of 

952 the Trustee, to pay one-half of the expenses of the trust here- 
under, including the reasonable compensation of the Trustee 

and all expenses that shall be incurred by it in preserving the stock 



PAYSON COMPI/AINANt'S EXHIBIT 78. 551 

transferred to the Trustee and of defending and enforcing the rights 
and interests of the parties hereto in respect of said stock or under 
this agreement and also to the extent of one-half to indemnify the 
Trustee against all damage and liability while acting hereunder ; and 
also from time to time, upon demand of the Trustee, to pay the taxes, 
if any, assessed upon the stock by such Eailway Company transferred 
to the Trustee hereunder and then held by the Trustee. 

Section 2. In case either the Southern Company or the Atchison 
Company shall fail to pay any sum or any part of any sum whicK 
by the terms of the foregoing section of this Article VI it is required 
to pay, then at any time during the continuance of such default the 
other of said two companies shall be entitled to pay such sum or the 
part thereof which the Company so in default failed to pay; and if 
such other Company shall make such payment, the Company in de- 
fault shall be liable forthwith to repay the amount thereof to the 
Company which made such payment, together with interest thereon 
at the rate of six per cent, per annum until paid, and in addition 
thereto a commission equal to two per cent, of the principal sum so 
paid; and until such repayment, together with interest and commis- 
sions as aforesaid, the Company making such payment shall, provided 
a contrary disposition be not required by Article V hereof, which 
article shall at all times have precedence over this article as to voting, 
be entitled to vote upon all shares of the capital stock of the Cali- 
fornia Company transferred to and then held by the Trustee 
953 hereunder (including all such shares transferred to the Trus- 
tee by the Company so in default) , at all meetings of the stock- 
holders of the California Company for the election of directors and 
for all other purposes not in conflict with Section 4 of Article II 
hereof, and the Trustee shall execute and deliver to such Company a 
power of attorney appointing such Company, or any person or per- 
sons that shall be designated by such Company in writing, the 
attorney, agent and proxy of the Trustee, with power of substitution, 
to vote upon such shares at all meetings of the stockholders of the 
California Company. 

Section 3. If and so long as either the Southern Company or the 
Atchison Company shall be in default in the performance of its obli- 
gations under Section 1 of this Article, any dividends upon the shares 
in the California Company transferred by such Company in default 
to the Trustee and then held by the Trustee shall be applied in re- 
deeming such default or in reimbursing with interest and commission 
as aforesaid the other Company for any payment it may have made 
on behalf of the Company in default. 

Aktxcle VII. 

The Southern Company and the Atchison Company severally and 
respectively shall, subject to the provisions of sec. 3 of Article VI 
hereof and subject to the provisions of paragraph (b) of Article V 
hereof, be entitled to receive from the Trustee all dividends received 
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or collected by the Trustee upon the shares transferred by them, 

respectively, to the Trustee and then held by the Trustee hereunder; 

and the Trustee shall pay oyer to each of said two companies first 

named all such dividends that shall be collected or received 

954 by the Trustee upon the shares by it transferred to the Trustee. 

Article VIII. 

This agreement may be terminated at any time by an instrument 
in writing executed by the Southern Company and the Atchison 
Company. Unless previously terminated, as provided in this Article, 
this agreement shall continue in force until the California Company 
shall have paid or satisfied the principal and interest of all bonds 
that shall have been issued under its said mortgage or deed of trust 
and until said mortgage or deed of trust shall have been satisfied 
or released. In case of any such termination of this agreement or 
upon payment or satisfaction of the principal and interest of said 
bonds and release or satisfaction of said mortgage or deed of trust, the 
Trustee shall redeliver and retransfer to each of the two companies 
first named any shares transferred by it to the Trustee and then held 
by the Trustee, upon surrender of the trust receipt therefor and upon 
payment by such company of all sums by it payable hereunder. 

Article IX. 

The Trustee has become a party to these presents only for the pur- 
pose of signifying its acceptance of the trusts hereunder; it being 
understood that this agreement is made solely for the purpose of 
adjusting the respective rights and obligations of the Southern Com- 
pany and the Atchison Company as between each other and for the 
purpose of furnishing to each of said two companies security for the 
performance by the other of its covenants and agreements herein 
contained. 

Article X. 

955 Section 1. Any demand, request, notice, designation or se- 
lection to be made by the two Companies first named or either 

of them under any provision hereof shall be sufiicient if addressed 
to the Company to be notified, and if signed by the President or a 
Vice-President or by the Chairman of the Executive Committee or 
by the Comptroller or by the Secretary or an Assistant Secretary of 
the Company in whose behalf the same shall purport to be made, and 
shall be served by being delivered to or served upon any such officer 
of the Company to be notified. 

Section 2. Any sum payable under any provision of this instru- 
ment by either of said two Companies first named to the other or to 
the Trustee under said mortgage or deed of trust shall be paid only 
by the deposit thereof with the Trustee to the credit of the Company 
to which such sum is payable ; and upon receipt thereof by the Trustee 
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such sum shall, subject to the provisions of Article V hereof, be paid 
by the Trustee to such Company upon demand. 

In witness whereof, each of the parties hereto has caused these 
presents to be signed by its President or one of its Vice-Presidents 
and its corporate seal to be hereunto affixed and attested by its Secre- 
tary or one of its Assistant Secretaries the day and year first above 
written. 

Southern Pacific Companx, 
By E. E. Calvin, Vice-President. 
[Seal S. P. Co.] 
Attest : 
C. B. Segee, 
Secretary. 

The Atchison, Topeka and Santa Fe RAiii- 
WAY Company, 
By W. B. Jansen, ^th Vice-President, 
[Seal A. T. & S. F. Ky. Co.] 
Attest : 
W. J. Eddy, 

Asst. Secretary. 

956 The Faemees' Loan and Trust Company, 
By E. S. Maeston, President. 

[Seal F. L. & T. Co.] 
Attest : 
Sam Sloan, Jr., 

Secretary. 

957 Mr. Severance. I now offer, pursuant to agreement, the tes- 
timony given by John D. Spreckels, a witness before the Inter- 
state Commerce Commission, who testified on the 29th day of Jan- 
uary, 1907, at the city of San Francisco, California. I understand it 
is agreed by all parties that this testimony may be written into the 
record and have the same force and effect as though Mr. Spreckels 
were on the stand giving the same testimony. 

Mr. Evaets. Yes. 

JOHN D. SPEECKELS 

testified: 

Examined by Mr. . Severance : 

Q. Mr. Spreckels, what is your full name ? 

A. John D. 

Q. And you live in San Francisco ? 

A. I do. 

Q. And have for a good many years? 

A. Yes, sir. 

Q. Are you a member of the firm or corporation, whichever it may 
be, of John D. Spreckels Brothers' Company ? 

A. Yes, sir. I am president of the Company. 

Q. Its corporate name is John D. Spreckels & Brothers' 
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Q. Company? 

A. Yes, sir. 

Q. It appeared, Mr. Spreckels, at the hearing of this matter in New 
York, by the introduction of a resolution from the minutes of the 
Executive Committee of the Southern Pacific Eailroad Company, that 
on the 23rd of July, 1906, Mr. Harriman, the Chairman of the Board, 
reported to the Committee that he had purchased from J. D. Spreckels 
& Brothers Company for the sum of thirteen hundred thousand 

958 dollars, all of the property of the Coos Bay, Eoseburg & East- 
ern Railroad & Navigation Company, the Coos Bay & Coquille 

Valley Railroad Company, including coal lands in Beaver Hill — I 
think it should be— although it says here Fibre Hill— — 

A. It is Beaver Hill. 

Q. Alluvial Hard Coal Company, with their machinery, build- 
ings, dockage, coal bunkers at San Francisco and docks, coal bunkers, 
water front property, and terminal lots at Marshfield, and all prop- 
erty complete, in that country, which belongs to J. D. Spreckels & 
Brothers Company, and the entire company, including all bonds, to 
be delivered under the guaranty of J. D. Spreckels, free and clear of 
all incumbrances and liabilities. And the action of the President, 
Mr. Harriman, in authorizing that purchase was approved. You are 
familiar with that transaction, are you, Mr. Spreckels ? 

A. I am. 

Q. And also with the property that J. D. Spreckels & Brothers 
Company sold to the Southern Pacific? 

A. Well, in a general way only. I have never been to the property 
and visited it myself. 

Q. What member of your corporation is familiar with it, Mr. 
Spreckels ? 

A. Mr. Samuels, Mr. F. S. Samuels. 

Q. Mr. F. S. Samuels? 

A. Yes, sir. 

Q. Is he in the city? 

A. He is in the city ; yes, sir. 

Q. How many-years, Mr. Spreckels, has your company been inter- 
ested in that property? 

A. Well, I would not be positive as to that ; ten or fifteen. 

Q. You say that in a general way you are familiar with the prop- 
erty. In what does it consist? 

A. Coal mines, a railroad, and steamship lines. 

Q. And steamship lines, did you say ? 
A. Yes. 

959 Q. Now, this railroad is how long? 
A. About 29 miles, I think. 

Q. And one terminus of that road is Marshfield, on Coos Bay? 

A. No, sir; Myrtle Point. 

Q. Myrtle Point? 

A. Yes, sir. 

Q. But it passes through Marshfield ? 



SPBECKBLS. 555 

A. It passes through Marshfield; yes, sir. 

Q. And Marshfield is the principal town on Coos Bay, is it not? 

A. Yes, sir, I think so. 

A. And where, in a general way — that is, into what kind of country 
does the little railroad run ? 

A. It runs through a timber country and into the coal fields. 

Q. Is there any agricultural country tributary to it? 

A. Yes, I believe there is. 

Q. And are the products of that agricultural country marketed 
over this railroad and in those steamships? 

A. Yes, sir, and brought by steamer down to San Francisco. It is 
principally coal, however; some lumber. 

Q. Coal and lumber. ' 

A. Yes, and they have some dairy products. 

Q. Mr. Spreckels, what are the names of the ships owned by this 
company ? 

A. One is called the "Breakwater" and the other is called the 
" Czarina." 

Q. What is the tonnage capacity of the " Breakwater? " 

A. The " Breakwater " will carry about 600 tons — that is her 
capacity in coal. 

Q. I beg your pardon? 

A. She is a passenger steamer and 

Q. The "Breakwater" is a passenger steamer? 

A. Yes, sir. The other, the " Czarina," carries about 1,400 tons. 
She is a collier. 
960 Q. Mr. Spreckels, does the " Breakwater " also carry freight? 

A. Yes, sir, she carries freight. 

Q. Carries freight and passengers? 

A. Yes, sir, both. 

Q. What is her capacity as far as carrying passengers is con- 
cerned ? 

A. She will carry about 48 passengers. 

Q. 48 you say? 

A. 48 passengers, yes, sir. 

Q. Between what ports have these boats been plying? 

A. The " Breakwater " has been plying between Coos Bay and San 
Francisco. 

Q. Between what points? 

A. Coos Bay and San Francisco. And the " Czarina " has plied 
between other ports as well. 

Q. What ports? 

A. At a time when we could not get our sufficient quantity of 
coal to give her a cargo, we would divert her and send her to Port- 
land for a cargo of wheat, for instance. 

Q. And she would stop in going down the coast, whereabouts? 

A. I say she went up to Portland, for instance. 

Q. So that the " Czarina " has been plying between Portland and 
San Francisco, and between intermediate ports? 
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A. No, sir, not between Portland and San Francisco and inter- 
mediate ports. She would go from Coos Bay to Portland 

Q. She would go from Coos Bay to Portland, you say? 
A. Yes. 

Q. And then from Portland, where would she go? Would she 
come to San Francisco from Portland? 

A. Yes, come to San Francisco. 

Q. That is, if I now understand you, she would go up to Coos 
Bay, and then go to get a load of grain at Portland and bring it from 
Portland down to San Francisco? 

A. Yes, sir. 
961 Q. Has the " Breakwater " ever been up to Portland? 

A. No, sir; she has never been diverted from the regular 
route. 

Q. Her regular route is from Coos Bay to San Francisco? 

A. Yes, sir. 

Q. And how many years has she been in service, Mr. Spreckels— 
in that service, I mean? 

A. About two years, I think. 

Q. About two years? 

A. Yes, sir; possibly three. 

Q. How is that? 

A. I say possibly three. 

Q. And how long has the " Czarina " been in that service ? 

A. She has been in that service for a longer period, probably ten 
years. 

Q. Ten years? 

A. Yes, sir. 

Q. What was the cost of the " Breakwater," Mr. Spreckels ? 

A. Well, I could not tell you offhand. The " Breakwater " would 
cost about $75,000. 

Q. About $75,000? 

A. Yes, sir. 

Q. And the " Czarina," how much ? 

A. Well, she would cost about $50,000. 

Q. About $50,000? 

A. Yes, sir ; we bought them as second-hand boats. 

Q. They were second-hand when you bought them? 

A. Yes, sir; we bought a lot from the East — ^they were eastern 
boats. 

Q. What was the return cargo of the boats running up to Coos 
Bay? 

A. They were principally engaged in moving coal. 

Q. I mean the return cargo, from here to Coos Bay ? 

A. General merchandise. 

Q. General merchandise? 
A. Yes. 
962 Q. How large a town is Marshfield? 

A. I could not say as to that. I have never been there. 
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Q. Oh, you have never been there? 

A. No, sir. 

Q. Has Marshfield any other direct outlet at present than your 
steamship line? ' 

A. No, sir ; that is about the only outlet she has. There are other 
steamers from time to time go in there and take passengers. 

Q. But the only regular boats were yours? 

A. Yes, sir; regular boats, and then the one belonging to Goodall, 
Perkins & Company— they had a boat running there and have still, 
I think. 

Q. From what point? 

A. From San Francisco to Coos Bay. 

Q. Do you know the name of that boat? 

A. I think it is called the steamer " Plant." 

Q. The steamer "Plant? " 

A. Yes, sir. 

Q. She is still running there, is she? 

A. I think so, yes. 

Q. Mr. Spreckels, how far is it from Roseburg to Coos Bay ? 

A. I think about 90 miles. 

Q. I notice the name of this corporation is the Coos Bay, Eose- 
burg & Eastern Eailroad Company. 

A. Yes, sir. 

Q. Did you build the road? 

A. I did not; no, sir. 

Q. Who built it? 

A. A man by the name of Graham. He came to me at' the begin- 
ning — ^he came to see us, the firm, to negotiate the purchase of some 
rails. He then made a noise like an honest man, and I let him have 
the rails. If I had required more from him, I probably would not 
have been able to sell the road to the Southern Pacific, or to anybody 
else. 

Q. I did not hear that last statement. 
963 A. I said if I had required more than a noise I would not 

have had the road to sell. 

Q. If you had required more than what ? 

A. A noise. They say making a noise like so and so. I said he 
made a noise like an honest man. 

Q. I judge from your remark that Mr. Graham and yourself are 
not on the best of terms? 

A. No, sir; I have no use for him. 

Q. He built the road. That is all I care about. He built the road, 
did he? 

A. Yes, sir ; he built the road. 

Q. And it afterwards came into your possession ? 

A. Yes, sir. 

Q. And there were some coal properties there? 

A. Coal properties; yes, sir. 

Q. What kind of coal? 
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A. It is lignite. 

Q. And the boats bring that down- 

A. To the market here. 

Q. To the markets? 

A. Yes, sir. 



Q. Who conducted the negotiations with Mr. Harriman for the 
sale of this property to him? 

A. It was not conducted with Mr. Harriman directly. It was 
through an intermediary, Mr. Smith— Mr. James Snaith. 

Q. Who is Mr. James Smith? 

A. He is the president, I think, of the Western Fuel Company. 
I don't know whether he has any middle name or not. 

Q. And with whom did Mr. Smith have his dealings ? 

A. With myself, and also with my brother. I felt at the time that 

he was negotiating for the Southern Pacific, because at the time 

that Mr. CoUis P. Huntington was still alive they were then looking 

into the proposition of acquiring the road, because they wished 

to overcome the grades on the Shasta Mountains, rather 

964 than haul the wheat, as they did, up to Portland, and then 
bring it down by steamer; that they could cut off about 300 

miles up and 300 miles back, or 600 miles in all, by going into 
Coos Bay. And they having, as I say, during the lifetime of Mr. 
Huntington, looked into the proposition, and we supplied them with 
the surveys and different things, and a list of the property that we 
had, and then the negotiations were never concluded because Mr. 
Huntington died about that time — for that reason I thought it was 
the Southern Pacific Company that were negotiating for the property. 

Q. Were the negotiations resumed several years ago, or only a 
short time before the acquisition of the property ? 

A. Well, it was last summer — it was not concluded ; a payment was 
to be made for the property on the day of the catastrophe last year, 
at 10 o'clock that morning, and of course the catastrophe knocked 
everything out. 

Q. You mean the earthquake here? 

A. Yes, sir; last spring. 

Mr. LovETT. Will you read the answer of the witness as to Mr. 
OoUis P. Huntington — in which he stated that Mr. Huntington was 
looking into the'.sale of the property. 

Witness. I did not say he personally — I did not mean that. 

Mr. LovETT. For the purpose of understanding him I would like to 
have it read. I am not sure I understand him. Will you turn and 
read that question and that answer. He said something about ^ 
shortening of the line 300 miles. It is in reference to that inquiry. 

(The answer in question repeated by the reporter.) 

Witness. I would not say that they tried to overcome the 

965 grades, because they could not do it by acquiring this road— 
that is inaccurate. 

Q. Prior to the time that this trade was concluded, which you 
state was at the time of the catastrophe last spring, had Mr. Har- 
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riman commenced the construction of the line of road, a connection 
with the Southern Pacific towards Coos Bay ? 

A. Not to my knowledge. 

Q. Did he at that time, to your knowledge, have in contemplation 
such a line? 

A. Yes, sir; they proposed to build — ^the route was to be from 
Myrtle Point, I think, to Eoseburg, or some other point on the 

Q. From where? 

A. From Myrtle Point to Roseburg. 

Q. And how far is it from Myrtle Point to Roseburg? 

A. About 60-odd miles — 69 miles, I think. 

Q. Do you happen to know, Mr. Spreckels, whether that line is 
under construction, or a line similar to that is now under construction. 

A. No, sir. I haven't really paid much attention, for I have been 
really sick for the period of a year, and I didn't pay much attention 
as to what was going on in the way of railroad building. 

■Q. These matters have been more in the charge of your brother, 
or Mr. Samuels ? 

A. Yes, sir. For one thing, after disposing of the road I had no 
further interest in that. 

Q. You say the deal was to be closed the day of the 

A. Yes, sir. The payment was to be made on that day, the day 
of the earthquake, and it was not made until 

Q. But when was the trade made, Mr. Spreckels? 

A. I think on — oh, when the trade was "made? I don't 
966 know ; I was sick, you know, about a year ago in July, and up 
to the time of the earthquake I was confined to the house, and 
it was prior to that time negotiations were pending; and, as I said, 
the payment was to be made on the 18th of April, the day of the 
earthquake, and it was not made, I think, until some months subse- 
quently. 

Q. I understand that. Do you happen to recall, Mr. Spreckels, 
how long prior to last spring the negotiations were commenced with 
Mr. Smith? 

A. Quite a while before that. Oh, I suppose the negotiations ran 
over a period of six or eight months. 

Q. Ean over a period of six or eight months ? 

A. Yes, sir. 

Q. Were those negotiations thus protracted because of discussions 
of the price to be paid ? 

A. Well, that had something to do with it ; yes, sir. 

Q. Mr. Smith first approached you or your brother, did he, with 
reference to the sale? 

A. He first approached my brother; yes. 

Q. That is, the initiative did not come from you, but came from 
Mr. Smith? 

A. Came from them ; yes. 

Q. When did you learn for the first time that Mr. Smith repre- 
sented the Southern Pacific? 
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A. Well, I had my suspicion all along that they were the ones, 
that the Southern Pacific wanted it, because I could see that they had 
need for that road. 

Q. Since the purchase by the Southern Pacific, do you happen to 
know whether they are running the road and the ships ? 

A. They are operating the road now. 

Q. And the ships? 

A. Yes, sir. 

Q. This resolution speaks of two railroads. One is the Coos Bay, 
Eoseburg & Eastern Eailroad & Navigation Company. The 
967 other is the Coos Bay & Coquillo Valley Railroad Company. 
Were there two corporations there? 

A. Well, not to my knowledge. 

Q. You never heard of that last one, did you ? 

A. No, sir; I never did. 

Q. What was the nature of the sale that you made? Was it the 
stock of the railroad or the property ? 

A. No, sir ; it was a cash proposition. 

Q. I know ; we understand that it was cash to you. 

A. Yes, sir. 

Q. But I mean did you sell this property by turning over the stock, 
or give a deed ? 

A. The stock and bonds. 

Q. The stock and bonds ? 

A. Yes, sir, and the property itself. 

Q. What was the amount of bonds ? 

A. I could not say as to that. The bonds were never issued. 

Q. They were never issued ? 

A. No, sir. 

Q. Do you now recall, Mr. Spreckels, the cost of this property to 
you; that is, of the railroad and coal lands? 

A. No, I could not tell you as to that. It was over a million 
dollars. 

Q. That is, the whole property cost over a million doUars? 

A. Yes, sir. 

Q. Do you feel very sure of that, sir ? 

A. Oh, yes. 

Q. How is that? 

A. Yes, sir ; considerably more than that. 

Q. Was the operation of the boats that you have mentioned a 
profitable one, sir? 

A. No, sir. 

Q. It was not profitable ? 

A. It was not profitable. 

Q. Was the operation of the railroad profitable? 

A. Well, yes ; there was more profit in that — ^yes. 

Q. That is, you got a little more than you paid out? 
A. Yes, sir. 
Q. Was the traffic large or small ? ; 
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A. No, sir; the traffic was small. 

Q. The traffic was small ? 

A. Yes, sir. 

Q. Were you informed during these negotiations as to whether 
this line of road that the Southern Pacific contemplated building 
would connect with the end of this road of yours? 

A. Yes, sir ; that is my understanding. 

Q. That is your understanding? 

A. Yes, sir. 

Q. So that it is really an extension of yours? 

A. It is an extension ; yes. 

Q. Are you sure about that, Mr. Spreckels? 

A. Well, I thought it was to be an extension to Eoseburg, but later 
I saw in some paper that they were going to some other point nearer 
the road. 

Q. Do you happen to know whether it is going to Myrtle Point, 
your terminus ? 

A. I think. so; yes. 

Q. Is it a good harbor at Coos Bay? 

A. Yes, sir; a very good harbor for light-draft vessels. You 
could not load a vessel drawing over 15 feet there. That is the 
utmost you can take out of there. 

Q. Was the operations of the coal mines a profitable one ? 

A. No, sir. 

Mr. Dunne. What did you say ? 

Witness. I said "No." 

Q. Then, as I understand it, the only self-sustaining part of these 
properties was the little railroad ? 

A. Yes, sir. The profits net on the road were very small. 

Q. And the operation of the coal mines and the vessels did not 

prove profitable? 

969 A. No, sir. I had in mind or contemplated extending the 

road from Myrtle Point to Eoseburg, so as to connect with the 

Southern Pacific there, and had surveys made, which surveys, I think, 

were turned over to Mr. Huntington at that time. 

Q. I did not understand that. 

A. I turned it over to Mr. Huntington, or his representative at 
least, at that time. 

Q. Did you ever get them back? 

A. I could not say. I have no use for them now, anyhow. 

Mr. LovETT. What was that? 

Mr. Severance. I asked him of he got them back. 

Mr. Lovett. What? 

Mr. Severance. The surveys from Myrtle Point to Eoseburg. Q. 
In the course of your negotiations with Mr. Smith, did you indicate 
to him that you had contemplated building a road over to the east? 

A. No, sir; I don't remember that. 

Q. You don't remember that you did? 

A. No, sir. 
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Q. Then, as I understand you, the whole story is that you built 
this road, put on those steamers, did this business at the coal mine, 
put in a million dollars, the property was operated at a loss, Mr, 
Smith approached you on behalf of the Southern Pacific to buy you 
out and paid you $1,300,000 for it? 

A. Yes, sir ; about that. 

Q. That is about the story ? 

A. That is about the story. 

Q. And the Southern Pacific have now the entire outlet into San 
Francisco from Oregon? > 

A. Yes, sir. 

Mr. Severance. That is all. 

Examined by Mr. Lovett : 

Q. When was that road constructed ? Do you remember? 

A. I don't know just what year it was. I think about 10 or 15 
years ago, as near as I can remember. 
970 Q. You said Mr. Huntington, Mr. C. P. Huntington, looked 

into it ? 

A. Well, his representative did ; I think it was Mr. Kruttschnitt. 

Q. Who? 

A. Mr. Kruttschnitt. 

Q. You wanted to sell the property, I presume? 

A. I did, yes. I was glad to get rid of it. 

Q. I infer from the reference you have made to your sale of rails 
to Mr. Graham that you got into it rather unwillingly ? 

A. Well, I had to take it over. As I say, I sold him the rails, and 
he could not pay for them. 

Q. How far is it, Mr. Spreckels, from the nearest point of that 
road to the Southern Pacific, the existing line? 

A. Well, I could not say as to that. My impression is that it is 
Roseburg — there may be some nearer point — about 69 miles. 

Q. About 69 miles? 

Mr. Severance. About 65 miles ? 

Witness. 69 miles. 

Mr. Severance. Oh, 69. Pardon me. 

Q. What is the character of the country between ? 

A. I have never been there and I could not tell you. 

Q. Have you any information on the subject? 

A. I took so little interest in the thing that I didn't go there. 

Q. You have no information on the subject, no reports as to the 
character of the country ? 

A. No, sir. 

Q. You don't know whether it is mountainous or not? 

A. Yes, sir; it is a mountainous country. 

Q. It is a mountainous country ? 

A. Yes, sir. 

Q. Quite a rough country, is it not? 
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A. It is a rough country, as I have been informed, going up 

971 towards Roseburg, up through the canyon ; as I understand it, 
there is only sufficient room for one rail. 

Q. For one what? 

A. For one rail — one line of road. 

Q. It is a thinly populated country, is it not? 

A. Yes, sir; I think it is — ^well, I would not say as to that; I 
really don't know. I think it is thinly populated. I only judge by 
the travel we had on the steamers. 

Q. Is it not true, Mr. Spreckels, that practically the only outlet for 
the products and commerce of that country were by boat? 

A. That is all ; yes, sir. 

Q. The Southern Pacific never competed in that, did they ? 

A. No, sir ; never got in there at all. 

Q. Never handled freight or passengers from the territory served 
by you? 

A. No, sir; except a few who had to go down on urgent business, 
I suppose. They would take the stage from Myrtle Point up to 
Eoseburg and take the train there. 

Q. But there is no traffic of any consequence ? 

A. Nothing of any consequence. 

Q. I believe that you stated that the " Breakwater " cost $75,000. 

A. Well, thereabouts. 

Q. Thereabouts? 

A. Yes, sir. 

Q. And the " Czarina " about $50,000? 

A. About $50,000. 

Q. You understood the coal mines contained the principal in- 
ducement ? 

A. The coal mines were the principal property there. 

Q. You understood that that was the main object of the purchase, 
did you not, in acquiring this property ? 

A. No, sir. I thought that the Southern Pacific wanted to build 

a line connecting with their road, I thought at Eoseburg, but I 

think at some other point that they wanted to connect, simply 

972 to do away with the haul of wheat from the vicinity of Eose- 
burg, which is a very productive country, up to Portland, and 

then down by steamer. They could save about 600 miles, as I take it. 

Q. And wished to utilize this 29 miles of existing road as a part 
of it? 

A. As a part. And then they had landings and wharves and such 
other things as they necessarily would have to have. 

Q. On Coos Bay? 

A. Yes, sir; on Coos Bay. 

Mr. Dunne. Did the Southern Pacific have some coal properties 
adjoining your coal properties there? 

Witness. Not to my knowledge. 

Mr. Dunne. Not to your knowledge? 
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Witness. No. 

Commissioner Lane. Is there any railroad competing with the 
Southern Pacific there? 

Witness. No, sir. 

Commissioner Lane. Did you have knowledge of any other rail- 
road making any surveys from eastern Oregon over into your section? 

Witness. No, sir; excepting merely by rumor. I think the Eock 
Island proposed to build in there, but it never amounted to anything. 
It was merely a rumor. 

Commissioner Lane. No other railroad sought to buy that property 
from you? 

Witness. No, sir. 

Mr. Dunne. Mr. Spreckels, whether the Southern Pacific Company, 
as a matter of fact, had or had not coal properties adjoining the coal 
properties connected with your road, the coal properties in that 
neighborhood were made accessible by this road ? 

973 Witness. Yes, sir. 

Mr. Dunne. And the facilities at the terminals? 

Witness. Yes, sir. 

Mr. Severance. Mr. Speckels, Judge Lovett asked you if there 
had been any competition between the Southern Pacific and your 
line, and you stated, I believe, that there had not. 

Witness. There has not. 

Mr. Severance. As soon as the Southern Pacific got its line through 
to Coos Bay there would have been competition, would there not, 
between your boats and the trains of the Southern Pacific, 
necessarily ? 

Witness. Well, I suppose so ; I don't know. 

Mr. Severance. Yes. And it was a very easy way to remove your 
competition to take the course that was adopted, to buy you out? 

Witness. I was very glad to get rid of it. 

Mr. Severance. There is no doubt about that. I should think, 
with a losing property of that kind and $300,000 bonus on top of 
it, you might be glad to get rid of it? 

Witness. They appeared to be more anxious to acquire it than I 
to hold it. 

Mr. Severance. I have no doubt whatever of that. That is all, 
Mr. Spreckels. 

Mr. Lovett. You were not in a position to be a very formidable 
competitor of the Southern Pacific, were you ? 

Witness. No, sir. 

Mr. Severance. Now, let us see about that, Mr. Spreckels. You 
were in business there? 

Witness. Yes, sir. 

Mr. Severance. You had a line of boats? 

974 Witness. Yes,- sir. 

Mr. Severance. Popular rumor attributes to you sufficient 
funds to procure more boats if they tried to run you out? 
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Witness. I am afraid we had too many boats as it was, and that 
is from the fact that we did not have enough work for the two boats 
we did have, and had to charter one of them to outsiders. 

Mr. Severance. That is all. 

By Mr. Severance : 

Q. There is one question that I did want to ask Mr. Spreckels,which 
I forgot. You need not resume the stand, Mr. Spreckels, but you may 
answer from where you are. What coal bunkers in San Francisco 
went with this trade that you made? 

A. Coal bunkers on the Howard street wharf. 

Q. Did your company own the bunkers, or simply lease them — I 
mean own the dock? 

A. No, the dock was owned by the State, and we had the bunkers 
there. 

Q. What was their value, about ? Have you any idea ? 

A. No, sir ; I have no idea. 

Q. And you paid a rental for the use of the docks? 

A. Paid a rental for the use of the docks, yes, in addition to the 
regular wharfage charges and dockage charges for vessels. 

976 Mr. Severance. I now offer, pursuant to agreement, the 

testimony given by W. J. Shotwell, a witness before the Inter- 
state Commission, who testified on the 30th day of January, 1907, at 
the city of San Francisco, California. I understand it is agreed 
by all parties that this testimony may be written into the record 
and have the same force and effect as though Mr. Shotwell were on 
the stand giving the same testimony. 
Mr. LovETT. Yes. 

W. J. SHOTWELL 

testified : 

Examined by Mr. Severance : 

Q. Where do you live, Mr. Shotwell? 

A. San Francisco. 

Q. And what is your business ? 

A. Railroading, representing the Denver & Eio Grande and other 
through lines. 

Q. How long have you lived in San Francisco ? 

A. About 14 years. 

Q. And during that time what business have you been in ? 

A. Eepresenting the D. & R. G principally. 

Q. What is your title. here? 

A. General agent. 

Q. Has that been your title all the time you have been here ? 

A. Yes, sir. 

Q. What are your duties? 

A. I am representing the traffic department, soliciting freight 
ATirl na.saencrer business. 
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Q. Soliciting business? 

A. Yes, sir. 

Q. Will you state how the business of the Denver & Rio Grande, 
both in and out of San Francisco, the business in which you share in 
and out of San Francisco, compares with the business you did prior 
to 1901? 

976 A. Well, we are not doing as heavy a business to-day as 
we did in 1901. 

Mr. Dunne. Will you speak a little louder, please. 

Witness. We are not doing as much business to-day as we did 
in 1901. 

Q. And previous years. 

A. And previous years. 

Q. What is the difference, in a general way — say in percentages? 

A. We are doing less than 50 per cent of the business to-day than 
we were in 1901. 

Q. Will you state, if you know, the reason for that ? 

A. The reason is that the Southern Pacific devote their efforts 
to securing the business for the Union Pacific, and in that way that 
affects our traffic. 

Q. How was it before 1901 ? What was the attitude of the agents 
of the Southern Pacific towards your company and the Union 
Pacific? 

A. I considered them neutral. 

Q. They were neutral ? 

A. Yes, sir. 

Q. And how soon after the acquisition of the Southern Pacific 
stock by the Union Pacific did you find this change take place in 
the attitude of the agents of the Southern Pacific ? 

A. Well, it was gradual. 

Q. And is constantly more noticeable? 

A. Becoming more noticeable, yes, sir, at the present time. 

Q. In soliciting business, in opposition — I assume that you are 
in opposition to the Union Pacific in soliciting business ? 

A. Yes, sir. 

Q. In soliciting business in opposition, in your work of soliciting 
that business, what do you find is the attitude of the agents of the 
Southern Pacific and Union Pacific in routing business? 

977 A. I find that the business controlled by the Southern Pa- 
cific agents is almost invariably routed either by the Union 

Pacific or by the Sunset to New Orleans. 

Q. That is what I want to get at. Does the business that originates 
or goes to any particular section go by either one of those routes as 
against the other? 

A. Yes, sir. I consider the business subject to the control of the 
Southern Pacific is routed one way or the other, by the Sunset or by 
the Union Pacific. 

Q. Is there any difference as to the way it is routed, depending on 
the origin of the traffic? 
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A. I think they usually — at the present time I don't know that 
there is very much difference or very much preference one way or the 
other, but previous to 1901 the Sunset route business was considered 
by us to be seaboard business and southeastern States business — 
southeastern territory of the United States — or business that could be 
reached by New Orleans. 

Q. Do you know now which way, if either way, the Southern 
Pacific agents endeavor to route traffic that goes to the seaboard or 
comes from the seaboard, as between the route by Ogden and the 
Union Pacific on the one hand and the Sunset on the other? 

A. I think they are neutral as to that. 

Q. Neutral. 

A. As between these two routes ; yes, sir. 

Q. Is this testimony that you have given with reference to the 
efforts made by the Southern Pacific to influence business with the 
Union Pacific as against your company testimony that applies only 
to the freight business, or does it apply also to the passenger busi- 
ness? 

A. It applies to both. 

Q. How is that? 

A. On both freight and passengers. 

978 Mr. Severance. You may examine him. 
Mr. LovETT. We have no questions. 

Mr. Dunne. I would like to ask him one question. You are an 
officer of the Western Pacific, are you not? 
Witness. A director; yes, sir. 

Mr. Dunne. You are a director of the Western Pacific ? 
Witness. Yes, sir. 

979 Mr. Severance. I now offer, pursuant to agreement, the tes- 
timony given by William A. Bissell, a witness before the Inter- 
state Commerce Commission, who testified on the 30th day of Jan- 
uary, 1907, at the city of San Francisco, California. I understand it 
is agreed by all parties that this testimony may be written into the 
record and have the same force and effect as though Mr. Bissell were 
on the stand giving the same testimony. 

Mr. EvAETS. Yes. 

WILLIAM A BISSELL 

testified : 

Examined by Mr. Severance : 
Q. Mr. Bissell, where do you live? 
A. I live across the Bay at Alameda. 
Q. And where is your office in San Francisco ? 
A. San Francisco — 673 Market street. 
Q. What is your business ? 

A. I am assistant traffic manager of the Atchison System. 
Q. Who is your traffic manager ? 
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A. They have no traffic manager; they have a freight traffic man- 
ager, and a passenger traffic manager. Mr. Gorman is freight traffic 
manager, and is over me, and also Mr. Black, located in Chicago. 

Q. Are you assistant to both of them ? 

A. Yes, sir. 

Q.. You are the chief representative of the traffic department here 
on the coast? 

A. Yes, sir. 

Q. Who is the general freight agent of your company? 

A. On the coast? 

Q. Yes, sir. 

A. Mr. Barnwell — ^W. G. Barnwell. 
Q. What is Mr. Chambers? 

980 A. He is assistant freight traffic manager. 
Q. Is he assistant to you? 

A. Yes. He is in active charge of the detail business. 

Q. He is in active charge ? 

A. Yes, sir. 

Q. And your work is confined largely to supervision ? 

A. Yes, sir. 

Q. You keep yourself posted as to the traffic conditions, however, 
do you not? 

A. Reasonably so, yes, sir. 

Q. Are you connected any way with the Northwestern Pacific? 

A. Yes, sir, I am a director of the Northwestern Pacific. 

Q. In addition to being a director are you an offi.cer? 

A. No, sir. 

Q. Who has charge of the traffic of that system, the Northwestern 
Pacific? 

A. Mr. Ryan, F. X. Ryan. 

Q. What was his position prior to the organization of the North- 
western Pacific? 

A. He was general freight and passenger agent of the California 
Northwestern, and also of the North Shore. 

Q. Are those the Southern Pacific lines that went into the com- 
bination, or were they the Santa Fe lines ? 

A. As far as it was publicly known, they were neither ; they were 
independent lines. I don't understand 

Q. Mr. Bissell, Mr. Payson testified yesterday that there were cer- 
tain lines belonging to the Southern Pacific and certain lines belong- 
ilng to the Santa Fe that went into the Northwestern Pacific, and he 
nanled these lines you have spoken of ? 

A. He is better authority on those matters than I am. 

Q. I don't remember whether he said they were Southern Pacific 
or Santa Fe lines? 

A. He must have said they were Southern Pacific lines, if 

981 he said either. They are the lines we always supposed were 
controlled by the Southern Pacific, and the lines he referred 

to as the Santa Fe were the lines up north, on Eel River. 
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Q. Prior to the amalgamation of those lines up north, who had con- 
trol of the traffic conducted over the Santa Fe line ? 

A. Up in the north there ? 

Q. Yes, sir. 

A. Mr. Porter, at Eureka. 

Q. And to whom did he report? 

A. He reported to Captain Payson. 

Q. Captain Payson. 

A. Yes, sir. 

Q. He did not report to you ? 

A. No, sir. 

Q. I understood the Captain to say yesterday he did not have any- 
thing to do with the traffic, and so I was going to find out who had. 

A. I think Porter ran the business without very much reporting 
to anybody. 

Q. What little reporting he did do was to Captain Payson ? 

A. Yes, sir. 

Q. What has become of him now ? 

A. He is still there. 

Q. What is he doing? 

A. Well, he is in charge of those northern lines. The Northwest- 
ern Pacific has not been in existence long enough so as to get down to 
any outline of the business. So far as I know the officers continue 
just as they were. 

Q. I don't think I asked Captain Payson yesterday, and I will ask 
you as a director: Has the Northwestern Pacific started in on the 
construction of lines that are to tie the system together ? 

A. The actual construction? 

Q. Yes. 

A, No, sir. 

Q. Have you let any contracts? 

A. I (Jon't know that we have. It is not a very good time of year 
to build railroads up in that country. 
982 Q. You have located a line ? 

A. There have been several surveys. Captain Payson could 
probably tell you about that. 

Q. He knows more about that? 

A. Yes, sir. 

Q. Then you have very little to do with the line, with the exception 
of being a director? 

A. Yes, sir. 

Q. How far east does your jurisdiction extend, Mr. Bissell? 

A. To Chicago. 

Q. Oh, all the way to Chicago? 

A. Yes, sir. 

Q. And covers what traffic? 

A. All the traffic. 

Q. All the traffic? 

A. Yes, sir ; freight and passenger. 
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Q. You are familiar with the eastern movement of fruit from 
southern California, are you not ? 

A. Somewhat, yes sir. I have not had very active control of the 
detail work of that for some time. In a general way, I am familiar 
with the situation there, 

Q. Who has the direct control of that? 

A. Mr. Chambers is closer to that. 

Q. Mr. Chambers is closer to that, you say ? 

A. Yes, sir, to the detail of that work. 

Q. Has there been, so far as you are advised, the last two years, 
any change in the method of handling the fruit crop of southern 
California as between the Southern Pacific and the Santa Fe? 

A. Not to my knowledge. 

Q. The traffic is divided up about the same as it was four or five 
years ago? 

A. Well, I could not say as to that; as a general proposition I 
should say yes. The traffic is so located there that it would naturally 
divide about equally. 

Q. Does your road make any effort to get fruit traffic that origi- 
nates on the Southern Pacific lines in southern California ? 
983 A. Yes, sir, we take business from other lines. 

Q. Do you solicit it? Do you have men actively at work 
trying to get business from other lines, in competition with the Santa 
Fe? 

A. As to that I could not say. I don't think we do, because the 
main effort we have had for the last three or four years has been 
to get our cars back fast enough to take care of the fruit that was 
offered. 

Q. Is it not a fact, Mr. Bissell, that an arrangement has existed 
for a number of years between the Southern Pacific and your com- 
pany by virtue of which you have each refrained from endeavoring 
to get business of that character originating on the line of the com- 
peting road? ^ 

A. In Southern California? 

Q. Yes. 

A. No, sir. 

Q. Has there never been any such arrangement, to your knowledge? 

A. Well, there was — I presume you refer to the testimony that 
came out on the former case and partly exploited at that time. The 
business is so located down there that it naturally about evenly divides 
itself between the two companies and we have always had all we could 
do to get our equipment back to take care of our own. We have taken 
fruit at times from the Southern Pacific, and at times they have taken 
fruit from our line. As a general proposition, if it were up to me, 
I should prefer to take the fruit that originates on our own line, as 
then we do not have to divide the earnings with anybody. 

Q. Mr. Bissell, the Southern Pacific and the Santa Fe lines are 
very close together, are they not, between San Bernardino, we will 
say, and Los Angeles ? 
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A. Yes, sir. 

Q. And there is a large amount of fruit that might easily be 

984 procured by one company as against the other by active solici- 
tation. Is that not true? 

A. Well, that is true in a measure, but most of that fruit is con- 
trolled — the routing of most of that fruit is controlled by the location 
of the packing houses. If an orange shipper had a packing house 
on the line of the Southern Pacific he would not ship over our line 
unless there was some unusual condition of affairs. If the Southern 
Pacific had no cars he might haul his fruit over to our line. 

Q. Do you make any effort to get fruit that belongs to packers on 
the Southern Pacific track by holding out the offer of efficient service, 
or facilities, or anything of that sort? 

A. Why, we have at times done so, Mr. Severance. 

Q. How long ago did you do that? 

A. I could not tell you exactly. 

Q. You do not do it now, do you? 

A. I don't think so. We haven't equipment enough. We have 
always had a hard time to get that equipment back to take care of 
the business originating on our own tracks. 

Q. Have you increased your equipment? 

A. Yes, sir. 

Q. Does the business increase faster than your increase in equip- 
ment? 

A. The business has shown a general increase, and we have also 
had less ability to get our cars back from the east. 

Q. Why? 

A, Well, on account of the weather conditions that exist there. I 
don't know that I could give you the detail of it, but it seems to be 
harder every season to get our equipment back. 

Q. Now, Mr. Bissell, have you been the last few years operating 
your own refrigerator cars or not? 

985 A. We have been operating our own cars. 

Q. For how many years have you done so? Have you 
answered ? 

A. I was trying to think how many years. I don't remember. 
It might be six or seven years. 

Q. How many refrigerator cars have you ? 

A. We have at the present time approximately 6000, I believe. 

Q. And how recently have you procured these cars? You did 
not procure those 6000 cars at once, did you? 

A. No, oh, no. I think the additional equipment this year was 
about 600 cars. 

Q. You added 600 cars this year? 

A. Yes, sir. 

Q. Then, as I understand it, you do not solicit business in oppd- 
fiition to the Southern Pacific^ and the reason you give for that is 
that ypu are shy of equipment? 

A. Yes, sir. 

71535— VOL 2—09 5 
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Q. Aside from that you would actively solicit that business off 
the tracks of the Southern Pacific, or would you prefer, as you said 
a moment ago, to let each line take the fruit that is naturally tribu- 
tary to it ? 

A. It would depMid a good deal on many conditions, Mr. Sever- 
ance. If we were short of business I think we would endeavor to 
fill up with that business. 

Q. You think you would? 

A. Yes, sir. 

Q. Now, Mr. Stubbs— you are acquainted with Mr. Stubbs, are 
you not? 

A. Yes, sir. 

Q. Mr. Stubbs testified at Chicago on this subject on the 8th of 
January 1902, and he was asked if there was any arrangement 
between his company, the Southern Pacific, or his companies 
throughout — ^his companies, the system that he represented — and 
the Santa Fe, and he answered first that the general arrangement 
was that they would consult and agree upon rates. He was 

986 then asked if there was anything regarding the percentage 
of traffic each should have, and he said this: "There is an 

understanding, but it is not in writing. You may say it amounts to 
an understanding that, so far as the orange business is concerned, 
we will endeavor to work an equal division of that traffic. That 
arises from the fact that it is about so divided in its production on 
our local lines in California ; there is about 50 per cent produced on 
the lines owned by the Santa Fe, and about 50 per cent produced 
on the Southern Pacific, and so far as possible we agree that we shall 
not interfere with each other's local business." Now, is that agree- 
ment still in force? 

A. I don't — ^the general policy is still in force; we would not go 
onto the line of the Southern Pacific and offer to take their oranges 
and team them over to our line. 

Q. You have heard of railroads competing with each other, have 
you not, in different parts of the country ? 

A. In that way? 

Q. Yes. 

A. Yes, sir ; we have done it ourselves, but that was before we were 
held down so tightly by the law. 

Q. But you do not approve of that policy as applied to the South- 
ern Pacific and the Santa Fe in California? 

A. No, sir, not under present conditions, I don't believe there is 
anything in it. 

Commissioner Lane. I did not hear what you said a moment ago 
to the effect that you had heard of competition, one road competing 
with another. 

Witness. In that way, yes— taking business off the other line 

and teaming it over. I told him I had heard of it and I had done 

it. As I understand it, he then asked me if we were doing 

987 that in southern California, and I told him " no." 
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Q. So that, as far as the orange crop that is raised in that big 
valley running back from Los Angeles, in which both Redlands and 
San Bernardino are, and in which both the Southern Pacific and 
your line have trackage, there is no competition for the business? 

A. Well, of course it is necessary to know what you mean by that, 
Mr. Severance. 

Q. No effort made by your line or the Southern Pacific to procure 
the business. You simply take that which comes to you ? 

A. Yes, sir; that is correct under present conditions. 

Q. There is another railroad in there now, is there not, known as 
the Salt Lake line? 

A. Yes, sir. 

Q. What kind of attitude do you have towards the Salt Lake 
line with regard to the orange business? 

A. In regard to the orange busihess, I could not tell you much 
about the details of that, Mr. Severance. Mr. Chambers handled 
that personally. 

Q. Is he here? 

A. No, sir ; he is not here at the present time. I believe that there 
was quite a lot of oranges went east over the Salt Lake road last year. 

Q. Do you know, or have you been told by Mr. Chambers, about 
what percentage, what part of the oranges raised in that vicinity 
the Southern Pacific and the Santa Fe are willing to concede to the 
Salt Lake road? 

A. No, sir., 

Q. You haven't been told? 

A. No, sir. 

Q. You do not know? 

A. No, sir. 

Q. Now, Mr. Bissell, which way do the oranges move to the east, 
as a rule, that go over the Southern Pacific from that region? Do 

they go by Sunset, or go up to Ogden ? 
988 A. I don't know of any oranges going east by Sunset. Do 

you mean extreme east? 

Q. Anywhere east. 

A. I could not tell you about that, Mr. Severance, except I have 
a general understanding that in the early part of the season they 
move the oranges east by Eli Paso and later on they move them east 
by Ogden, as the weather moderates. 

Q. When they go by El Paso they are taken on to Chicago by the 
Rock Island or the Texas Pacific? 

A. I think they are divided. I don't know how that is. I know 
they don't go over the Santa Fe. 

Q. You know that they don't go over the Santa Fe? 

A. No, sir; they do not. 

Q. I suppose you don't want them to on account of the insufficiency 
of equipment? 
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A. They are not loaded in our equipment, Mr. Severance. We 
would be very glad to get them in Southern Pacific equipment at 
Deining or El Paso. 

Q. Mr. Bissell, is any effort being made by the Southern Pacific 
to stimulate its orange trafiic in that region by making quicker 
deliveries at Chicago and eastern points that are made over the 
Southern Pacific? 

A. That are made over the Southern Pacific? 

Q. Yes, by giving quicker service. Do you compete with them 
that way? 

A. You asked me if there was any effort made on the part of the 
Southern Pacific. 

Q. No, the Santa Fe. My voice is so bad I don't wonder that you 
do not understand. 

A. Why, our physical condition has been such, the condition of 
our equipment has been such, that it has taken every effort 
989 that we could put forth to take care of that business for the 
last two years — the last three years, I guess — and we have 
done the best we could to handle that business, and I think this last 
year we have satisfied the growers down there pretty well. But we 
have been in such shape, as I think you well know, that we have not 
been able to make any special record runs across the continent. 

Q. I wanted to get at whether you had tried to give a quicker 
service than the Southern Pacific. 

A. We have tried very hard to give them good service down there, 
and we have succeeded fairly well. 

Q. And what is the schedule time that you endeavor to maintain 
on shipments of oranges from that valley to Chicago ? 

A. Eight days. 

Q. Eight days? 

A. Yes, sir. 

^. Do you know what time the Southern Pacific and Rock Island 
make ? 

A. I do not. 

Q. Have you ever been told as to whether they try to make the 
same time as you do? 

A. Why, I suppose they try to get it there as quick as I can. 

Q. You try to get it there in eight days? 

A. Yes, sir. 

Q. Is it not a fact that they try to get it there in eight days, too ? 

A. You will have to ask them. 

Q. What is that? 

A. You will have to ask them. I don't know what their schedule is. 

Q. You don't know ? 

A. No, sir. 

Q. You don't know what it is? 

A. No, sir. 

Q. Have you ever had any conversation with Mr. Stubbs upon the 
question of the I'apidity of that service? 
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990 A. Oh, I think more than likely I have, but I have had no 
conversation with him in regard to the time that I can recollect. 

Q. You do not remember any talk with him in which you agreed 
between yourselves that you would endeavor, each of you, to make 
eight days? 

A. No, sir, I have no recollection of any such talk. 

Q. Or any other number of days? 

A. No, sir. 

Q. Do you happen to know anything of the service over the Salt 
Lake road? 

A. I do not. 

Q. You know nothing about that? 

A. Nothing whatever. 

Q. Do you know anything about the way the Salt Lake rates are 
made ? Are they made after consultation with you ? 

A. That I could not say. 

Q. You must be able to testify as to that. 

A. The Salt Lake rates? 

Q. Yes. Would they not have to talk with you before they make 
rates ? 

A. With reference to through car services ? 

Q. I mean the Salt Lake road east. I am speaking of the com- 
bination of rates over the lines of the Salt Lake line and the lines 
east of Chicago. 

A. I think most of the rates were made before the Salt Lake came 
into the business. I think so, and I think there has been very little 
change in the business. 

Q. Did the traffic managers have any consultation with reference 
to the rates to be put forward? 

A. No, sir. 

Q. Never did? 

A. No, sir. 

Q. No talk at all? / 

A. No, sir. 

Q. Do you know who has charge of the traffic department of the 
Salt Lake road? 

A. I understand Mr. F. A. Wann. 

Q. Used to be with one of the roads out of Chicago ? 

991 A. Yes, sir ; years ago he used to be with the Alton. 
Q. He lives at Los Angeles now ? 

A. I understand he does, yes. 

Q. You heard the testimony of Mr. Schwerin here yesterday with 
reference to the division to be made on Oriental traffic? 

A. I heard part of it. 

Q. In which he testified that for the last six months they have been 
giving it by alternate ships to your road and the other road. Mr. 
Schwerin testified that for the last six months the traffic arriving by 
the Pacific Mail line and other lines under his control into San Fran- 
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Cisco were divided between your line and the Southern Pacific, first 
one ship to one line, and' then one ship to another line. Were you 
consulted about that before that rule was established? 

A. He testified it was the result of a talk between Mr. Luce, Mr. 
Chambers, and himself. 

Q. Mr. Chambers did not consult you about that ? 

A. No, sir. 

Q. How many years have you occupied this position with the road ? 
How many years have you been in charge of the traffic department 
in the west? 

A. Well, I have occupied this present position for about eight 
years — eight or nine years, I have forgotten which. Before that I 

Q. You were with the company then, at the time the steamships 
were running from San Diego to the Orient? 

A. Yes, sir, I have been with this company for 24 years. 

Q. I know you had been with them for a long time. 

A. All the time they have been connected with the Pacific coast 
traffic. 

Q. I knew you have been with them a long time, but I didn't know 
when you were first connected with them. 

A. Yes, sir. 

Q. Mr. Bissell, were you consulted by Mr. Schwerin, or any 
992 of these other gentlemen, with reference to the advisability 
of giving up the San Diego route and routing your Oriental 
traffic by way of San Francisco ? 

A. No, sir. 

Q. You were not? 

A. No, sir ; not in that way. 

Q. Well, in what way were you consulted, if at all ? 

A. Why, I was never consulted by any official of any steamship 
company, of the Pacific Mail, in regard to giving up the California 
and Oriental Steamship Co. We gave the California Steamship 
Company up because it was a failure- 

Q. Yes, I understood that. And prior to the time you gave it up, 
had you any conversation with Mr. Schwerin or with Mr. Stubbs 
with reference to doing your business with the Pacific Mail or the 
companies coming into San Francisco ? 

A. Well, I don't remember to have had any conversation or per- 
sonal talk with Mr. Schwerin or Mr. Stubbs with regard to that 
feature of the case. I have talked it over with our own people. I 
know that the Pacific Mail were anxious to do our business for us if 
we abandoned that field down there. At the time that steamship 
line was put on we didn't have our own line in here, you understand. 

Q. I understand. How long after your line reached San Francisco 
did you quit the San Diego line ? ' 

A. My recollection is that it was about a year. My recollection is 
that that steamship line went into existence in 1899 and that our 
contract, with them ended in 1902. I think it was in the spring in 
both instances. I think the contract ended in the spring of 1902. 
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Now, you will understand in regard to this that I have lost all the 
papers that I had. I looked yesterday to see if there was anything 
upon this and I could not find anything. 

993 Q. Did you have this up with Mr. Morton, Mr. Bissell? 
You said you talked with your own people ? 

A. Yes, sir. 

Q. Did Mr. Morton tell you that he had had it up with Mr. 
Schwerin and Mr. Stubbs? . 

A. I could not tell you exactly what Mr. Morton told me. I could 
tell you the general trend of the conversations that I had with him. 

Q. Give us that. 

A. They were to the effect — the general subject was under dis- 
cussion at that time, Mr. Severance. We had propositions not only 
from the Pacific Mail but we had propositions from other people to 
go into the steamship business, and they were all of the same ilk as the 
California and Oriental — we were to hold the bag; the other fellow 
got the turkey and we got the crow, if there was any. We finally 
. were told by our people that there was a prospect of our ability to do 
business out of the port of San Francisco, which, in my judgment, is 
the only port in this State where the business can be done. I talked 
it over with Mr. Morton several times. My recollection is that I told 
Mr. Morton that if we could make a satisfactory arrangement of that 
kind it was the best thing we could do. 

Q. Well, was an arrangement made, and if so, who made it? 

A. I could not tell you who made it, but such an arrangement was 
made, that we should do business 

Q. Everyone seems to agree that there was some arrangement 
made, and that there was talk about it, but we seem to be unable to 
find out who made the arrangement until this matter came up about 
six months ago. We know who did that. But before you came here 
to San Francisco do you know who it was, representing your 
company, that made an arrangement with the Pacific Mail, 

994 and do you know what the arrangement was that this person 
made ? 

A. Yes, sir ; I don't positively know, but I assume that Mr. Morton 
made the arrangement. The arrangement was to the effect that we 
were to have certain space on the Pacific Mail steam.ers leaving this 
port, and that we were to receive a portion of their inbound cargoes. 

Q. What portion? 

A. 25 per cent. 

Q. 25 per cent? 

A. Yes, sir. 

Q. And you understood that that was the arrangement when you 
concluded to work through San Francisco? 

A. Yes, sir. 

Q. Has that arrangement ever been changed as to percentages ? 

A. Not to my knowledge. 

Q. In what way did you get that traffic ? Was it switched over to 
you by the Southern Pacific at the docks ? 
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A. Yes, sir, it is the only way we can get it, Mr. Severance, the way 
the docks are arranged here. Are you familiar with the docks here? 

Q. Yes, I understand that. It is unloaded on the tracks of the 
Southern Pacific and switched over to you ? 

A. Yes, sir. Our cars are put in on the Pacific Mail Steamship 
Company's dock and loaded there on the Southern Pacific track. 

Q. Then the amount of traffic that the Pacific Mail Steamship Com- 
pany agreed to give you, this 25 per cent of their traffic, is not deter- 
mined by the amount of traffic you are able to give them, but you get 
25 per cent of the traffic coming from the Orient, irrespective of the 
amount you give them? 

A. Well, we had certain — we were assigned a certain amount of 
space. Of course the amount of business that we were able to give 
them would vary with our ability to fill that space. 

995 Q. Exactly. 

A. We did our utmost to fill all the space we could get. 

Q. That is to say, they agreed to take a certain amount of tonnage? 

A. Yes, sir. 

Q. And if you furnished less, they took what you did furnish ? 

A. Took whatever we could furnish. 

Q. Was there ever any instance where you had more tonnage than 
they cared to take? 

A. Yes, sir. '"'T^ 

Q. What did you do with it in that case ? 

A. We had to hold it. 

Q. Up to the next boat? 

A. When Mr. Schwerin chartered extra steamers — it was the time 
when there was a big run on cotton over there — he chartered extra 
steamers as fast as he could get hold of them, and they took that 
cargo. 

Q. As I understand it, no matter whether you filled that space 
or not, they were bound under this arrangement to give you 25 per 
cent of the traffic destined for the east? 

A. That is my understanding. 

Q. And it is the best of your belief that they have done that, have 
they? 

A. Yes, I think so. 

Q. You have made no effort, have you, through solicitation of the 
shippers or consignees of that traffic, to secure more than 25 per cent? 

A. East bound ? 

Q. Yes. 

A. No, sir, we have not. That is all done on the other side, in the 
Orient, and we have nothing to do with it. 

Mr. LovETT. You do not mean east bound, you mean inward bound? 

Witness. No, he asked me about inward bound. 

Q. By "east bound," I mean east bound to the United States. 

A. Yes, sir; what Mr. Schwerin designated yesterday as 

996 inbound business. 
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Q. Inbound business. And so far as the Southern Pacific is con- 
cerned and so far as you know, the Southern Pacific have made no 
eflfort to secure more than the remaining 75 per cent ? 

A. So far as I know, no railroad company has ever solicited that 
'business. 

Commissioner Lane. I do not understand that this business is 
solicited, any of it, by the Southern Pacific and the Santa Fe, and 
they take 25 per cent for the Santa Fe and 75 per cent for the South- 
ern Pacific. The Oriental business, for instance, is taken as a whole, 
is it not ? 

Witness. Yes, sir. 

Conunissioner Lane. And then divided? 

Witness. Yes, sir. 

Commissioner Lane. And is not solicited by any railroad ? 

Witness. That is correct. 

Q. And neither the Southern Pacific nor. the Santa Fe competes 
for it, other than to have this arrangement with the steamship line, 
that is true, is it? 

A. That is true. The competition is between the Pacific Mail and 
the Suez route and the tramp steamers ; it is over in the east. 

Commissioner Lane. And the other lines here? 

Witness. Yes, sir. 

Commissioner Lane. Puget Sound lines? 

Witness. Yes, sir. 

Q. One other feature of that matter. Different kinds of com- 
modities are different as to rates? 

A. Are what? 

Q. Rates differ as to different commodities. For instance, 
997 you get more for silk than you do for bags, do you not ? 
A. Yes, sir. 

Q. Does this 25 per cent mean 25 per cent of the tonnage or 25 per 
cent of the revenue ? 

A. Well, it was meant, as I take it, in my understanding of it, 
though I never had any explanation of that, but I assumed it meant 
25 per cent of the general cargo that the Pacific Mail Company 
brought into this port, and if we ran short of tonnage on one class 
of goods we would run over on another. 

Q. Then it is probably 25 per cent of the revenue ? 

A. Yes, it would probably work out that way. We never keep 
any check of it on the revenue. I stated that the 25 per cent was to 
be as near as we could get it. 

Q. Then if in one cargo you get a lot of low price commodities 
they would make it up to you on another ? 

A. Even up on another, yes. 

Q. How far to the east was most of this stuff moved that you got 
on the boats ? 

A. Well, there is a good deal of it goes to Chicago, and a good deal 
of it goes to New York. Chicago and New York are the principal 
points it goes to. 
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Q. Do you happen to know how that moves, the Southern Pacific 
part of it ? 

A. No, sir ; I do not. 

Q. Outside of these oranges in southern California, and the orien- 
tal traiBc, is there any other traffic originating here in California or 
moving to the east from California concerning which you have an 
arrangement for division with the Southern Pacific? 

A. I don't know of any. 

Q. These two are the only ones you know of? 
A. I don't know of anything else. 

998 Mr. Severance. That is all. 

Mr. Dunne. That is all, Mr. Bissell. 

By Commissioner Lane : 

Q. One other question, Mr. Bissell. Does the arrangement about 
the division of oranges include other fruits ? 

Mr. Dunne. "What was that question? 

Q. Does the arrangement in reference to oranges include other 
fruits? 

Mr. Dunne. What arrangement? 

Commissioner Lane. That they won't interfere with each other's 
domain. 

Mr. Dunne. Go on and answer that briefly. 

Witness. What other fruits do you mean? 

Q. Any other fruits, Mr. Bissell. 

Mr. Severance. Grapes and lemons, for instance. 

A. It is all handled down there under the head of citrus fruits. 
We make no distinction between oranges, lemons, and pomelos. 

, Q. Does it include anything else besides citrus fruits ? 

A. 1 do not know of anything else. The arrangement, I suppose, 
is the arrangement he refers to, what he read from Mr. Stubbs' testi- 
mony. 

Q. You know there was such an arrangement as that, do you not? 

A. I explained to Mr. Severance all I know about it. 

Q. Does that arrangement cover anything else but citrus fruits? 

A. No, sir. 

Q. Nothing else? 

A. No, sir. 

Q. It does not touch any other commodity? 

999 A. I don't want to mislead you on that, Mr. Commissioner, 
The statement that I made was that we never pirate on one 

another's preserves down there, we never do it on any other freight. 
We can take freight from their track and take it over to ours, but we 
can't do it without hauling the freight, of course. 

Q. So you can't reach out for any business from them; that is 
what I understand, is it ? 

A. Yes, sir, we try to get all the business from them we can. 

Q. All the business of every kind excepting on citrus fruits? 
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A. Yes, sir. 

Q^ Is that right? 
^ A. Yes, sir. 

Q. But you have come to an understanding as regards citrus fruits. 
I Does that touch canned fruits ? 
I? A. -No, sir. 

f Q. It does not touch canned fruit. You fight for canned fruit, do 
you? 

A. The only business that we can be held to be included in what 
you call an arrangement down there is business for which special 
equipment is required, and it takes all of the equipment we have got 
to take care of the fruit we have to handle for our own rails. We take 
canned goods in any kind of equipment. 

Mr. Severance. There is one other question that slipped my mind 
that I want to ask. Do you want to ask any further questions, 
gentlemen? 

Mr. Dunne. No, go ahead, Mr. Severance. 

By Mr. Severance : 

Q. Mr. Bissell, do you remember a conversation you had with 
Stubbs about the time your line came into San Francisco upon the 
subject of this State toll? That was under discussion here day before 

yesterday ? 
1000 A. No, I don't remember ever having discussed the subject 
of State toll with Mr. Stubbs. 

Q. You never had any talk with him ort the subject ? 

A. I don't remember any such talk. You say at the time our line 
came in? 

Q. About the time you came in here, yes, sir. 

A. I have no recollection of any talk with him. 

Q. Did you not have a conversation with Mr. Stubbs in which you 
called .his attention to the fact that the Southern Pacific was bringing 
a good many commodities in here by the line this side of the baj'^, and 
that it would be necessary for you to absorb that charge to compete 
with them? Did you not urge Mr. Stubbs to take out that charge on 
the business coming up this side of the bay for that reason, and did 
he not tell you he would take it out ? 

A. Take out the charge for State toll ? 

Q. The extra 5 cents on the stuff that did not come across the bay ? 

A. No, sir ; I do not remember any such conversation. 

Q. You never had a talk with Mr. Stubbs about that ? 

A. I have no recollection of ever having discussed the subject with 
Mr. Stubbs. 

Q. In any way? 

A. In any way. 

Q. Or at any time? 

A. Or at any time. 
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By Mr. Dunne: 

Q. Mr. Bissell, I would like to ask you a question or two about this 
orange situation. The area in Southern California devoted to the 
production of oranges is approximately distributed equally between 
the two initial lines, is it not? 

A. It is. 

Q. There is some territory between San Bernardino and Los Ange- 
les, referred to by Mr. Severance, where the tracks run tolerably close 
together ? 

A. Yes, sir. 
1001 Q. The oranges are collected in packing houses, are they not? 
A. Yes, sir. 

Q. Some packing houses are local to your rails and some packing 
houses to the rails of the Santa Fe. Is not that correct ? 

A. Yes — to the Southern Pacific you mean? 

Q. To the Southern Pacific, I should say, yes. 

A. Yes, sir. 

Q. Now you made the statement to Mr. Severance that the general 
policy (and you used the word "policy") — that the general policy 
still remains that you shall not go upon the rails of the Southern 
Pacific to take oranges out of one of their packing houses, and recip- 
rocally they will not scalp oranges from your packing houses. That 
is the general policy, is it not? 

A. Yes, sir. 

Q. I want to ask you whether, outside of that general railroad 
policy which obtains in that territory, there is anything between your 
company and the Southern Pacific in the nature of a contract and 
bargain that you shall not do those things ? 

A. There is absolutely nothing. 

Q. Are you not at entire liberty, to-morrow or the next day, to 
go upon their rails and scalp oranges local to their packing houses 
if you so wish? 

A. We are, so far as being limited with any agreement with the 
Southern Pacific. 

Q. Yes, sir. Do you understand as a railroad man, or as a layman, 
for that matter, that there is any law in this land that compels you 
to compete for that kind of business? 

A. Not in that way. 

Mr. Severance. Do you want the legal opinion of the witness? 

Mr. Dunne. I want to clear up this situation. I don't 
1002 want any misconception about it. It was thoroughly exploited 
in the Orange Kouting case. That is all. 

By Mr. Severance: 
Q. Just a minute. In view of the fact that your legal opinion has 
been asked by my friend upon a question a moment ago let me ask 
you this : You say there are packing houses on your tracks and pack- 
ing houses on the Southern Pacific tracks. Have you felt that you 
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•were at liberty legally to put solicitors in the field and try to in- 
fluence the growers to patronize the packing houses on your tracks as 
against the ones on the other track, and would you do that? 

A. Yes, sir. 

Q. Do you do that? 

A. Yes, sir. 

Q. You do that? 

A. Yes, sir. 

Q. Eight along? 

A. Yes, sir, try to get them to build packing houses on our tracks. 

Q. Do you keep soliciting agents out down there to get oranges put 
iiito pacMng houses upon your tracks against those upon Southern 
Pacific tracks? Do you do that? 

A. Ordinarily. Those packing houses, if I can answer this ques- 
tion this way 

Q. Any way you desire. 

A. Ordinarily those packing houses are built by the different asso- 
ciations, and we never have very much success in asking a man from 
one association to take his oranges over and put them in a packing 
house that belongs to another association. But I think we do what 
you wanted to know about there. Whenever an association is going 
to put up a packing house, we try the best we know how to get them 
to put their packing houses upon our line, so as to get the 
business. 

1003 Q. Do you do that, although it may result in giving you 
more than 50 per cent of the business? 

A, Yes, sir. I don't understand that the business down there is 
divided 50 per cent and 50 per cent. I understand that it divides 
about equally. 

Q. And you want it to remain that way ? 

A. No, I don't want it to remain that way. I would like to have 
a different deal on it. I would like to have more of it if I thought I 
could get it. 

Q. You would like to have more of it if you. thought you could 
get it without a row ? 

A. Without getting into complications. 

Q. And without getting into competition ? 

jI^. I think we are competing for it, Mr. Severance. 

Mr. Severance. That is all. 

1004 Mr. Severance. I next offer in evidence, pursuant to our 
stipulation, the testimony of E. E. Calvin, a witness before 

the Interstate Commerce Commission, who testified on January 31, 
1907, at the city of San Francisco. I understand that it is agreed by 
all parties that this testiniony may be written into the record and 
have the same force and effect as though Mr. Calvin were upon the 
stand giving the same testimony. 
Mr. LovETT. Yes. 
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E. E. CALVIN 

testified : 

Examined by Mr. Severance : 

Q. Where do you live, Mr. Calvin ? 

A. I live in Oakland. 

Q. And what is your position ? 

A. Vice-president and general manager of the Southern Pacific 
Company, Pacific system. 

Q. Over what extent of the line of that company does your juris- 
diction reach? 

A. North to Ashland, east to Sparks, and southeast to the Eio 
Grande. 

Commissioner Lane. A little bit louder, if you please. 

Witness. Shall I state it again? 

Commissioner Lane. What was the last? How far southeast do 
you go? 

Witness. To the Rio Grande. 

Q. Do you mean the Eio Grande Eiver ? 

A. Yes, sir. It is about three miles this side of El Paso. 

Mr. Lovett. The Texas boundary line. 

Q. So that you have charge of the lines from here north to Ash- 
land, and to the east as far as Sparks, and southeast to practically 
El Paso? 

A. That is it. 

Q. Who is the operating man that has charge of the South- 
1005 ern Pacific lines north of you and beyond you? Is it Mr. 
O'Brien? 

A. Yes, sir. 

Q. Does Mr. O'Brien report to you ? 

A. No, sir. 

Q. You have no relations of any kind with Mr. O'Brien? 

A. No. 

Q. Who is the general manager of the lines east of Sparks? 

A. Mr. Bancroft. 

Q. Mr. Bancroft, of Salt Lake City? 

A. Yes, sir. 

Q. He is also the vice-president of the Oregon Short Line, is he 
not? 

A. Yes, sir. 

Q. Your duties are confined largely to the Southern Pacific sys- 
tem? 

A. Yes, sir. 

Q. You do not have jurisdiction over any part of the Short Line or 
the Oregon Eailroad & Navigation Company? 

A. No, sir. 

Q. And to whom do you report, Mr. Calvin ? 

A. To Mr. Kruttschnitt, sir. 

Q. To Mr. Kruttschnitt? 



CAiiViN. 585 

A. Yes, sir. 

Q. Do you also report in any matters to Mr. Harriman direct? 

A. Sometimes, in special matters. 

Q. Special matters? 
A. Yes, sir. 

Q. But in the ordina.ry routine of your business, you report to Mr. 
Kruttschnitt? 

A. Yes, sir. 

Q. Does the traffic manager here report to you or Mr. Stubbs? 

A. He reports to Mr. Stubbs, sir, as I understand it. ' 

Q. Are your duties wholly in connection with operation ? 

A. Yes, sir. 

Q. Do you have anything to do with the traffic at all ? 
A. I am not responsible for traffic. 
1006 Q. How many divisions of the road are there in your juris- 
diction ? You have general superintendents, have you not ? 

A. Yes, sir ; two. 

Q. You have two ? 

A. Yes, sir. 

Q. Over what particular territory do they have jurisdiction ? 

A. What we call the northern district is comprised of three divi- 
sions, all north of Santa Barbara and Fresno. The other general 
superintendent's territory, which is known as the southern district, 
comprises the lines south of these two points. 

Q. How long have you been with the company here ? 

A. At this place ? 

Q. Yes. 

A. About two years. 

Q. And prior to that time where were you? 

A. I was a year at Portland. 

Q. And before that? 

A. 7 or 8 years at Salt Lake. 

Q. What was your position at Salt Lake? 

A. General superintendent for a short time, and afterwards assist- 
ant general manager. 

Q. Of the Oregon Short Line? 

A. Yes, sir. 

Q. Then you have been connected with the Southern Pacific Com- 
pany how long ? Only the two years, or also the year that you were 
in Portland? 

A. The year I was in Portland I had charge of the Southern Pa- 
cific lines in Oregon, north of Ashland. 

Q. Did you occupy the same position at Portland that Mr. O'Brien 
occupies now? 

A. Precisely. 

Q. How is that? 

A. Yes, sir. 

Q. That is, you had jurisdiction over the Southern Pacific lines in 
Oregon north of Ashland and over the O. R. & N. ? 
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A. Yes, sir. 

1007 Q. Prior to 1901, when the Union Pacific purchased the 
stock of the Southern Pacific, there were no officers, were there, 

who had jurisdiction over any parts of the Southern Pacific systpm, 
and at the same time over the Union Pacific, Oregon Short Line, or 
O. K. &N.? 

A. Not so far as I know. 

Q. In those days the lines were operated independently of each 
other; that is, the Southern Pacific was operated independent of those 
other three lines? 

A. So far as I know. 

Q. And in those days you were an official of the Oregon Short 
Line? 

A. Yes, sir. 

Q. Do you know whether at that time, when you lived at Salt 
Lake City and were an official of the Short Line, and prior to 1901, 
there was competition existing between the Southern Pacific and the 
lines running northwesterly to Portland, the Short Line and the 
O. K. &N.? 

A. No, sir; I don't know as to that. I had nothing to do with 
traffic management. 

Q. You had nothing to do with traffic? 

A. No, sir. 

Q. You never had ? 

A. No, sir. 

Q, Your duties were confined simply to operation ? 

A. Yes, sir. 

Q. Are you the head of the car clearing house system ? 

A. No, sir. 

Q. To whom do the car service agents make reports? 

A. You mean on the Southern Pacific ? 

Q. Yes. 

A. We have an officer with the title of superintendent of trans- 
portation, and that officer reports to me. 

Q. Up in Portland the other day we found an official by the name 
of Meyer there who was car service agent of the O. E. & N. and 
Southern Pacific lines in Oregon. 

1008 A. That corresponds to our office of superintendent of trans- 
portation. 

Q. It corresponds to that, does it? 

A. Yes sir, only our office carries with it little more authority 
than does his, that is all. 

Q. That official reports tq you, does he? 

A. Yes sir. 

Q. And he has to do with the distribution of cars? 

A. Only in a general way, he has charge of the details of it 
entirely. 

Q. Who else has charge of them? 

A. Kg one. 
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Q. Have you anything to do with that? 

Mr. Dunne. I think you misunderstood him. I think he under- 
stood you to ask if he himself had charge of the distribution. 

Q. No, I asked him if this superintendent of transportation had. 
What is his name, Mr. Calvin, your superintendent of transporta- 
tion? 

A. Eichardson. 

Q. He lives here in San Francisco. 

A. Yes sir. 

Q. Has he charge of the distribution of cars ? 

A. Yes sir. 

Q. On the Southern Pacific system ? 

A. The territory that I cover, yes, sir. 

Q. The same territory that you cover? 

A. Yes sir. 

Q. He reports to you, does he not ? 

A. Yes sir. 

Q. And in the handling of cars he treats all the cars of the South- 
ern Pacific, Union Pacific, Short Line, and O. E. & N. as company 
cars, does he not, as distinguished from outside cars? 

A. Yes sir. 

Q. How long ago was that policy adopted ? 

A. Well, I don't recall the exact date; I think about two years 
ago. 
1009 Q. By whose direction ? 

A. I think it was by general agreement of all the general 
managers of all those lines. I know the matter was discussed in a 
meeting of general managers. 

Q. Where was this meeting held ? Here or in Chicago ? 

A. In Chicago, I think. 

Q. In Mr. Kruttschnitt's office? 

A. Yes sir. 

Q. Was not that system established over all those allied lines 
under instructions from Mr. Kruttschnitt ? 

A. It was after conference with the general managers. 

Q. The orders came from him ? 

A. Yes sir. 

Q. The man in Portland, Mr. Meyer you say, reports to Mr. 
O'Brien, does he not? 

A. I think he reports to the general superintendent, there is only 
one general superintendent of that system. 

Q. Of the whole system ? 

A. The lines centering at Portland. 

Q. He reports to the general superintendent and the man here 
reports to you? 

A. Yes sir. 

Q. Where does the Union Pacific car agent report ? 

A. I could not say positively, but I assume to the general superin- 
tendent. 

71535— VOL 2—09 6 
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Q. What I want to get at is this: Is there not any one central 
place to which these reports are made, so that you know the situation 
of the cars of the whole system ? 

A. The general direction of the movement of cars on each line ia 
in the hands of the general manager. 

Q. I understand that. But haven't you any central bureau that 
is constantly in touch with these various car service agents or super- 
intendents of transportation since you adopted this system of 

1010 treating the cars of all these four lines as cars of one company? 

A. Well, there is a sort of car clearing house that just keeps 
track of the mileage of the cars, but not of the distribution of them. 

Q. Where is that clearing house located? 

A. In Chicago, I think. 

Q. In Mr. Kruttschnitt's office? 

A. Well, I am not positive as to that. It does not come into the 
matter of operation and cuts no figure in handling of the equipment. 

Q. You do not know about that? 

A. It is an accounting matter. 

Q. Now, under the car service rules, when you have an eastern car 
which comes out here loaded, it is you duty to get that car back to 
the initial line, is it not? 

A. Yes, sir. 

Q. That rule is abrogated, is it not, in the case of the Union Pacific 
equipment. For instance, you treat that the same as Southern 
Pacific equipment? 

A. You treat the Union Pacific equipment just the same as South- 
ern Pacific equipment as to loading. 

Q. That is what I am talking about. Now, is there not some means 
by which your department here, the one over which you have juris- 
diction, keeps in touch with the same department of the Union Pacific 
we will say, with reference to cars ? 

A. In the event that there is a shortage of any class of equipment, 
yes. 

Q. How do they do it, by correspondence ? 

A. Yes, sir. 

Q. Or are reports interchanged ? 

A. No sir. There is a report interchanged showing any surplus 
equipment that there may be on in any general manager's territory. 
That is the only regular report that is made. 

1011 Q. And to whom are these reports sent? Are they sent to 
a similar official of the other divisions ? 

A. Yes sir, sent to all the other general managers. 

Q. And duplicates sent to Mr. Kruttschnitt? 

A. Yes sir. 

Q. What is the nature of the reports that you make to Mr. Krutt- 
schnitt ? 

A. In regard to cars? 

Q. Oh, generally, Mr. Calvin. How often do you report, and 
concerning what matter? 
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A. Any matter of any importance that I want advice on. 

Q. Any matters of any importance. Well, for instance, you want 
additional equipment, or you want steel rails, or anything of that 
kind. Do you communicate that fact to Mr. Kruttschnitt. 

A. Yes sir. 

Q. What other matters, in a general way ? Can you give the classes 
of matters concerning which you make habitual reports to Mr. Krutt- 
schnitt ? 

A. Any matter affecting the policy of the property. 

Q. And do the other general managers of the Union Pacific, and 
the Short Line, and the O. E. & N. do the same, so far as you know ? 

A. So far as I know. 

Q. That is done, ig it, for the purpose of maintaining a uniform 
policy throughout the entire system of Harriman lines, so called. 

A. Well, I don't know the reason for it. 

Q. But they do it? 

A. I think so. 

Q. Mr. Lovett suggests that I ask you this : If you had a shortage 
of cars in your territory, and you have reason to believe that Mr. 
O'Brien, or Mr. Bancroft, or some of those other gentlemen occupy- 
ing positions akin to yours on other divisions, have cars, how do you 

manage the matter? 
1012 A. I take it up direct with them. 

Commissioner Lane. What was that? I did not hear. 

Witness. I take it up direct with them. 

Q. And do they send you empties? 

A. Yes, sir. 

Q. How is that? 

A. Yes, sir; if they can. 

Q. And Judge Lovett suggests that if that is not successful, you 
probably take it up with Mr. Kruttschnitt ? 

A. Yes, sir. 

Q. Is that true? 

A. Yes, sir. 

Q. He is over all you gentlemen^ — ^he is the manager to whom you 
can all appeal? 

A. Yes, sir. 

Q. Whose directions you will take? 

A. Yes, sir. 

Commissioner Lane. Would it not facilitate things in the matter 
of car service, Mr. Calvin, if you had in connection with your car 
service or your car clearance one man who was at tbe head of that 
bureau for all of the roads? 

Witness. I think it would. 

Commissioner Lane. And who would have control over the han- 
dling and disposition of the equipment? 

Witness. Well, only as to the division of it between the different 
sections of the country, after considering the requirements and the 
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importance of the traffic. I understand that is contemplated by all 
of the western railroads, a clearance of that sort. 

Commissioner Lane. Then in that case you would not apply to 
the manager of the road in Portland, but you would apply to the 
head of that bureau? 

Witness. I assume so; yes, sir. 

Commissioner Lane. You have only applied the car-clearance 
idea on your system up to the present time to the extent that 

1013 all equipment that belongs to any of the independent roads 
that have been consolidated is treated as if it belonged to 

any one? 
Witness. Yes, sir. 
Mr. Severance. That is all. 
Mr. LovETT. That is all. 

1014 Mr. Severance. I next offer in evidence, pursuant to our 
stipulation, the testimony of H. A. Jones, a witness before the 

Interstate Commerce Commission, who testified on January 31, 1907, 
at the city of San Francisco. I understand that it is agreed by all 
parties that this testimony may be written into the record and have 
the same force and effect as though Mr. Jones were upon the stand 
giving the same testimony. 
Mr. LovETT. Yes. 

H. A. JONES 

testified : 

Examined by Mr. Severance: 

Q. You live in San Francisco, Mr. Jones? 

A. Yes, sir. 

Q. You will have to pardon my cold and voice. 

A. Certainly. 

Q. And what is your position? 

A. I am freight traffic manager of the Southern Pacific Company's 
operated lines, or lines operated for the Southern Pacific Company. 

Q. You will have to speak a little louder. 

A. Did you hear me? 

Commissioner Lane. I did not. Speak a little louder, Mr. Jones. 

Q. What did you say, again, your position is ? 

A. I am freight traffic manager for the lines operated for the 
Southern Pacific Company. 

Q. How long have you occupied that position? 

A. Since the -Ist of September, 1906. 

Q. And whom did you succeed? 

A. Mr. William Sprouie. 

Q. He resigned from the service, did he not, to take a position with 
another corporation? 

A. Yes, sir. 

Q. Prior to your incumbency of this office, what was your 
1015 position, or what was your business ? 
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A. I was traffic manager of the G. H. & S. A. Railroad Company 
and 

Q. In Texas? 

A. Yes sir, in Texas, and what is known as the Central Lines. 

Q. Are they part of the Southern Pacific system ? 

A. Sir? 

Q. Are those lines part of the Southern Pacific system ? 

A. No, sir; they are operated by themselves. 

Q. Well, I understand with regard to the Texas laws, they have 
to be operated by themselves — ^the stock of those companies is owned 
by the Southern Pacific, however. 

A. They are connections of the Southern Pacific lines, yes, sir. 

Q. Either Judge Lovett or Mr. Harriman is the president of it? 
■ A. Judge Lovett is president of one of them and Mr. Harriman is 
president of another. 

Q. So that your personal relations with the officials did not change 
very much when you came from Texas out here, although you were 
working for a different corporation? 

A. Yes, sir; there was considerable change in my relations. 

Q. Has your experience here on the coast been confined wholly to 
a period between last September and the present? 

A. My experience has been 

Q. On the coast, Mr. Jones. 

A. I had never lived on the coast here. 

Q. Who is your superior officer in traffic matters ? 

A. Mr. J. C. Stubbs. 

Q. And Mr. Stubbs is the man for whom you work. 

A. Yes, sir. 

Q. What territory is embraced within your jurisdiction ? 

A. The line from the Rio Grande to San Francisco, and San Fran- 
cisco to Portland, and from San Francisco to Ogden. 
1016 Q. Then your jurisdiction extends as far as Portland, 
does it? 

A. Yes, sir. 

Q. It does not stop at Ashland ? 

^. No, sir. 

Q. You know Mr. Miller, of Portland, do you not? 

A. Yes, sir. 

Q. And Mr. Miller, at present, is the general freight agent of the 
lines in Oregon? 

A. He is, sir. He is general freight agent of those lines. 

Q. He is a subordinate of yours then, is he? 

A. Yes, sir, so far as those lines are concerned. 

Q. And reports to you? 

A. Yes, sir. 

Q. He is at the same time general freight agent — I think that is 
the correct title — of the Oregon Railroad and Navigation Company? 
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Q. And to whom does he report in that capacity? 

A. Well, I could not answer that positively ; I do not know. 

Q. He does not report to you? 

A. No, sir. 

Q. Is there any competition in business out of Portland between 
the company with which you are affiliated and in connection with 
business concerning which Mr. Miller reports to you and the traffic 
over the O. E. & N. ? 

A. No, sir. 

Q. No competition at all? 

A. No, sir. 

Q. There used to be, I believe, but that is before your day? 

A. I don't know whether there was or not. 

Q. You simply know there is no competition in business now ? 

A. There is none now, no. 

Q. And you do not move any business from the east to Portland 
by way of Sacramento? 

A. Not that I know of. 

Q. That is, that comes here through the Ogden gateway ? 
A. No, sir. 
1017 Q. And you personally do not know that that traffic, or part 
of that traffic, formerly moved that way ? 

A. No, sir, I do not. 

Q. Before you came to this country? 

A. No, sir. 

Q. Do you have any one under your supervision, under your 
charge — I do not mean " charge " or " supervision " either, but is 
there any official under you here who occupies a similar relation to 
the lines in California to that which Mr. Miller does in Portland? 

A. Mr. G. W. Luce. 

Q. Mr. Luce? 

A. Yes, sir. 

Q. And over what extent of the line does Mr. Luce's jurisdiction 
extend ? 

A. Over all of the lines except east of Sparks and north of Ashland. 

Q. You haven't anything to do with the traffic east of Sparks, 
have you? " 

A. Yes, sir. 

Q. Oh, you have? 

A. Yes, sir. 

Q. And to what point? 

A. To Ogden. 

Q. Ogden. Who is your subordinate east of Sparks to Ogden? 

A. Mr. Reeves. 

Q. Where does he live? 

A. He lives in Salt Lake. 

Q. What relation, if any, does Mr. Bancroft have to that part of 
the system? 

A. Well, he is manager, I believe. 
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Q. He is in the operating department? 

A. Yes, sir, he is in the operating department. 

Q. Mr. Jones, are you also an official of the Northwestern Pacific? 

A. No, sir. 

Q. You have nothing to do with that line? 

A. Nothing to do with it. 

Q. It appears by the testimony here that from time to time 

1018 rates are increased or lowered between here and Portland. 
Under whose authority is that done? Under whose immedi- 
ate direction is that done? 

A. Well, in fixing rates, we have a basis that the rate clerk has 
adopted for that, a basis— either a differential, higher or lower than 
certain rates, or a mileage basis, or a rate to the terminal and 
a rate back. In a change of rates, if a line were to change a rate 
to-day the rate clerk would naturally change his rate, unless he had 
instructions otherwise. That is how rates are generally niade. 

Q. I am familiar with that fact, but I want to apply it to this 
particular case. 

A. I could go on and say that I suppose that in any change it 
would be natural, if either line changed the rates, for the other to 
either raise or lower their rates accordingly on that basis. 
. Q. Now, take the line of road over which you preside, so far as 
traffic is concerned, between here and Portland. 

A. Yes, sir. 

Q. Mr. SchWerin testified yesterday that he had recently raised 
the rates by boat between these two points, San Francisco and Port- 
land? 

A. Yes, sir. 

Q. And he said that he presumed that the rail rates would go up, 
as they ordinarily do. Is that the fact — dependent upon the boat 
rates ? 

A. That would be the natural result on account of the basis I have 
mentioned. Unless the rate clerk had orders otherwise he would 
advance the rate. 

Q. I assume that, as a matter of fact, where there are two lines 

such as the boat line between here and Portland, and the rail line 

between here and Portland, and there has by some agreement been 

established a differential between the two, if either party to 

1019 that arrangement changes the rate, the other party, as a matter 
of course, changes the rate so as to maintain the same differen- 
tial? 

A. That would be the natural result. 

Q. That would be the natural result? 

A. Yes, that would be the natural result. 

Q. So that if, as Mr. Schwerin testified yesterday, he found it 
necessary or advisable to advance the boat raite because the stevedores 
and longshoremen and the officers on his ships were demanding and 
receiving higher wages than they had theretofore received, your 
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rail rates would go up automatically because of that fact, would 
they ? — ^because of this advance ? 

A. Yes, sir. 

Q. Now, Mr. Jones, do you think that that is a fair proposition 
to the public, that because Mr. Schwerin has to charge higher rates 
because of increased cost of service, that your rail rates should go 
up without any corresponding increase in your expense ? 

A. Why, yes; I don't see anything unfair about it. 

Q. You think it is fair. I just wanted your idea about it. Now, 
there is no other way to move traffic between here and Portland 
other than by the boat lines, some of them, or your line. Is that true? 

A. That is all. 

Q. It is not at all feasible to carry it away around the other way 
by rail? 

A. No, not around by Ogden. 

Q. It could be carried around by rail the other way to Portland 
from here? 

A. Of course, they could do it, but it is not probable that they 
would do it. 

Q. I mean, it would be physically possible? 

A. Yes, but it would not be a sensible way. 

Mr. LovETT. Any more than it would be sensible to carry it to • 
Portland by way of Sacramento. 

Mr. Severance. It is a little more extreme case, Mr. Lovett, 
1020 than to take freight to Portland by way of Sacramento. 

Q. Who is the rate clerk that fixes those rates? Do you 
know? 

A. We have several. I don't know who has direct charge of those 
particular rates. We have 6 or 8 of those rate clerks. They are 
divided up, you know, into different portions of the line, 

Q. Then, as I take it, Mr. Jones, the making of rates between here 
and Portland is something that involves no discretion on the part of 
the manager of the traffic department at all, but it is laid down as a 
general rule, and the rate clerk, any one of six or eight of them, 
wherever they happen to have jurisdiction, shoves the rate up and 
down automatically? 

A. Unless he is instructed otherwise, that is the understanding. 
You see, these rates are put in for the purpose of moving any traffic 
that may be tendered us. We have found by experience that it is 
better to have rates in force than to have our agents telegraphing us 
all the time for rates. Therefore, they are fixed, as far as possible, 
and the basis is fixed. 

Q. You are obliged under the interstate commerce act to have the 
rates fixed as well. It is not an act of grace on your part? 

A. I was just saying that was our experience, that it is a better 
way to handle it. We had it in long before the interstate commerce 
act. 

Q, It is quite essential that you do that now under the interstate 
commerce act ? 
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A. If I understand the law we need not put the rates in at all. 

Q. Need not fix any rates ? 

A. No, sir, 

Q. That is it. You do have rates on all classes of traffic? 

A. Yes, sir ; you will find rates on all classes of traffic. 

1021 Q. And those rates of course you collect. You collect the 
published rates, and change them in the manner provided 

by law ? 

A. Yes, sir — ^try to do that. 

Q. It appeared by the testimony given in Portland the other day 
by Mr. Kelly, of the Booth-Kelly Lumber Company, that you had 
a rule as to shipments from Oregon points to the Bay of San Fran- 
cisco, which he said was peculiar to this line, namely, that rough, 
green, common lumber bore a certain rate, which I believe he said 
was $3.10 a ton — a thousand feet, I mean — and that ties, which are 
the same class of timber exactly, except that they are 8 feet instead 
of being longer, bear a rate of $5 a thousand. Now, were those two 
rates put in under your direction ? 

A. No, sir. 

Q. Do you know anything about those rates? 

A. I do not. 

Q. Can you give me any idea who the person is that established 
that curious difference between ties that might be needed down here 
and ordinary lumber ? 

A. I don't know how long it has been, and I could only tell by ex- 
amining the tariff. 

Q. You know nothing about that? 

A. No, sir. 

Q. That was done before you were in your present position? At 
any rate, it was not done under your direction ? 

A. That was not done under my jurisdiction or direction, no, sir. 

Q. You have a pretty good knowledge of rate making, I assume; 
that is, the general principles governing rate making and classi- 
fication ? 

A. Yes, sir. 

Q. Is not that a very unusual classification to make? 

A. Why, no. There are a great many lines that won't quote a rate 
on ties at all. 

Q. Will you explain to me any reason why ties which are 

1022 made out of rough, green, common timber or lumber should 
bear a higher rate than the same kind of timber or lumber 

where it is 16 feet long, we will say, instead of 8 feet long? Can 
you give me any reason for it? 

A. Well, there may be a reason for it. 

Q. I say, can you suggest any reason, in the nature of things? 

A. It would depend on the conditions and circumstances surround- 
ing it. 

Q. What? What circumstances? 
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A. Well, there might be conditions and circumstances that would 
control the movement of ties. For instance, a road might want the 
ties for its own use. 

Q. That is what. I want to get at. That is, the railroad might 
make that kind of a rate so as to prevent some other railroad getting 
ties from a particular region? 

A. No, sir; it does not prevent them, because there is a rate on 
them. 

Q. It makes it more expensive? 

A. Yes, it makes it more expensive. 

Q. And you think that would be a fair and reasonable thing to 
do, to confine a manufacturer of lumber to your own road, we will 
say, as a consumer, instead of giving him access to other markets ? 

A. I don't think that would confine him to our line. 

Q. Your line and lines in the immediate vicinity, of course? 

A. I don't see how that would confine him. 

Q. Take this concrete case we have presented here. You put in a 
certain rate on ties? 

A. Yes sir. 

Q. And that road is run through a certain class of timber. Now, 
you say that might be done because the road might want the ties for 
its own use. You consider that a perfectly legitimate way to deal 

with the patrons of your road, to put a - 

1023 A. I don't say we did that. 

Q. No, I am not saying you did that. You were giving that 
as a reason which might justify the existence of the rate in question, 
as I understood — which might justify a railroad in doing that? 

A. Lots of railroads do that. 

Q. Lots of railroads do that. I want to ask you if you think that 
is a fair way for a public service corporation to deal with a manufac- 
turer along its lines? 

A. I think it is a fair thing for anybody to take care of himself 
first. 

Q. Very well. That is what I want to get at. Then you think 
in all cases it is perfectly fair for the Southern Pacific to take care 
of itself first without reference to the public or to other railroads? 

A. I did not say that. 

Q. But is not that the natural result of your statement? 

A. It is not possible, in my opinion, for a road to prevent anybody 
from buying ties wherever they want to. They might not buy them 
on that particular line, but they can buy them somewhere else. 

Q. Suppose the manufacturer, Mr. Jones, is located on that par- 
ticular line, but that he might be ambitious to sell to a number of dif- 
ferent people, possibly? 
, A. Yes sir. 

Q. You think if your line, if your road, wants ties it is perfectly 
legitimate to make a rate which would confine that manufacturer's 
market to your road, do you ? 

A. I do not. I don't think they would do it. 
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Q. What did you mean by your previous answer ? 

A. Well, I said I thought they ought to take care of themselves, 
but I do not think they ought to make a rate so he could not move 
them. 

Q. Well, but you would make a rate so it would be unprofit- 

1024 able for him to move to some other point other than to sell 
them to you? 

A. That is a matter I cannot judge of, whether it would be profit- 
able or unprofitable. 

Q. At any rate, you see no objection to making a rate which would 
discriminate in favor of yourself as against somebody else who might 
want to buy? 

A. I would not state that generally without knowing the circum- 
stances and surroundings. 

Q. But you did state. You do not know the circumstances that 
gave rise to this curious rate up there? 

A. No sir. 

Q. Y6u stated that, and you suggested this as one reason ? 

A. No, sir ; I think you asked me the reason ; I didn't suggest it. 

Q. You said that might be a reason? 

A. Might be a reason, yes. 

Q. The cost of the service rendered is one of the bases upon which 
rates are fixed, is it not? 

A. Yes sir. 

Q. Is it any more expensive for you to handle ties of a certain size 
than it is to handle 16-foot- lumber ? 

A. No sir, and it is no more expensive to handle a car of gold than 
it is to handle a car of lumber. 

.Commissioner Lane. A little louder, please. 

Witness. I say it is no more expensive to handle a car of gold than 
it is to handle a car of lumber. 

Q. That is not a direct answer, I think, Mr. Jones. 

A. I say no. 

Q. You say "no"? 

A. I do. 

Q. Is it not a fact that you can use your equipment to better ad- 
vantage in handling ties than you can in handling longer timber or 
lumber ? 

A. Why, I should think not. We don't load or unload them. 

Q. I know, but can you not get a heavier load with ties than 

1025 you can with certain kinds of long timbers or lumber ? 

A» No, sir, not if the car is properly loaded. 
Q. You can't? 
■ A. No sir. 

Q. There are a good many kinds of timber for which you can not 
use box cars? 
A. Yes, sir. But you can load them on flats. 
Q. But you can load^ the ties in box cars? 
A. Yes sir. 
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Q. And fill the car full? 

A. Yes sir. 

Q. So if you happen to have box cars- 



A. You can't load long timbers in box cars. I beg your pardon. 

Q. No, I know you can't, and I am just getting at that very thing. 
So if you have lots of box cars handy for traffic it is more to your 
advantage to ship ties than long timbers ? 

A. That is a condition that has not existed for a good many years. 

Q. That would be the case if you happened to have more of them ? 

A. If you happened to, yes. 

Q. I think you testified a moment ago that you can give no reason, 
in so far as freight rates are based upon the cost of service, why rail- 
road ties should have a higher rate than rough lumber ? 

A. That is not the only thing makes freight rates, as I explained. 

Q. We have got two things that make freight rate, that is, first, the 
railroad taking to itself some advantage, as in the case of the railroad 
itself taking the ties ; and, second, the cost of service. The first, you 
say, might affect the rate. The second would not, because there 
would be no difference. Now it is recognized that the value of the 
commodity transported is an element in making up the rate. 

A. It is very often taken into account. 
1026 Q. And reasonably so, as you suggested about the car of gold 
and the car of lumber. Now, a carload of ties of the same 
weight is not as valuable, is it, as a carload of lumber ? 

A. Well, no, I say " no ; " I don't know that because different 
lumber is of different value. It would all probably take the same 
rate. I can't tell between the value of lumber — I don't know what 
it is. 

Q. You would not say, would you, that ties which can be made 
out of short stuff that may bfe left over are more valuable than longer 
timber ? 

A. There are different kinds of ties. Some are worth more than 
others. 

Q. I understand that. 

A. And some of the ties are worth more than the lumber this year. 

Q. Yes, that might be — more than some lumber. 

A. Yes, sir. 

Q. But you would not say that the difference between $3.10 and $5, 
a difference of nearly 50 per cent, an increase of nearly 60 per cent — 
you would not say that that could be accounted for on account of the 
extra value of ties ? 

A. We don't take the value into consideration in making rates on 
lumber. 

Q. Oh, you don't? 

A. No, sir. 

Q. Then you don't take the cost of service into consideration and 
you doni't ta6e the value into consideration ? 

A. We do take the cost of service into consideration in making 
rates. 



JONES. 599 

Q. You have admitted there would be no extra expense? 
A. I don't think you could figure the difference between handling 
a car of ties and handling a car of anything else. 
Q. Then, can you give me any reason that could have actuated 
that difference in those rates except the one you have first 

1027 suggested, namely, that the Southern Pacific might want to 
get the ties for its own tracks ? 

Mr. LovETT. I didn't understand him to say that. 

Witness. I did not say that. 

Q. I understood you to say that. 

A. No ; you asked me the question. 

Q. Well, you can give me any other possible explanation except 
that possible explanation ? Put it like that. 

A. Well, I stated, I think, that circumstances and conditions made 
rates generally. But I don't know of any condition or circum- 
stances, not being acquainted with this transaction; I don't know 
what would influence it. 

Q. You would be unable to tell ? 

A. I could not tell. 

Q. Now, in making through rates to the east, for instance, do you 
figure in that, or is that under the charge of Mr. Stubbs? 

A. Making rates to the east? 

Q. Through rates, that is? 

A. We make them in this office. 

Q. You make them here ? 

A. Yes, sir. 

Q. And you make them after conference with the other roads, 
do you not ? 

A. Why, you can't make any rates without consulting your con- 
nections. 

Q. I don't mean your connections; I mean your competitors, if 
you have any ? 

A. Why, yes, we consult them very often about rates. 

Q. That is universal, is it not ? 

A. Yes, sir, universal with all lines. 

Q. As to the rates on the Pacific coast. Take the rates from 

1028 California. You never change any rates on any commodity 
from California points for the east, except after a consulta- 
tion and agreement with the Santa Fe people, do you? 

A. Yes, sir; we do change rates without conference with the 
Santa Fe people. 

Q. Will you name some rate you have changed without consult- 
ing them first? 

A. No, sir, I could not name any particular rate, nor can I name 
any that we did consult them on. 

Q. Can you think of any instance since you have been here, Mr. 
Jones, when the Southern Pacific Railroad has changed a rate to 
the east without first consulting the Santa Fe? 
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A. I don't remember that we have changed any since I have been 
here. 

Q. Then you don't know? 

A. I don't know that there has ever been or not. 

Q. As far as you recall there has been no change? 

A. As far as I know. 

Q. Have there been any changes made in rates between here and 
points south that are reached by the Santa Fe and by the Southern 
Pacific? 

A. From here to the south? 

Q. Yes, to Arizona, for instance, we will say? 

A. I don't know whether there have or not. 

Q. You don't know of any changes ? 

A. No, sir. 

Q. You don't keep track of the rates, Mr. Jones ? 

A. I have not been able to keep up with the details, no, sir. 

Q. So as to what the rates are, or as to whether any rates have 
been changed since you were here, you don't know ? 

A. No, sir, unless there is something unusual about it, my atten- 
tion would not be called to it. 

Q. What are your duties, Mr. Jones? 

A. Well, I have general supervision of the traffic, of the freight 
traffic of the lines, and I am consulted as to the policy and 
1029 about handling the business generally. 

Q. You don't have anything to do with the movement of 
traffic. That is in the hands of the operating department? 

A. No, sir, I don't move it. 

Q. And you don't know of any rates that have been changed since 
you have been here? 

A. No, sir, I don't know of any that have been changed. 

Q. You don't have anything to do with furnishing cars, do you? 

A. No, sir. 

Q. Then what do you do? 

A. Well, I have been trying to tell you what I am doing. Of 
course, I am supposed to be consulted about the policy of handling 
freight, that is, the making of rates and the interchange of business 
with other lines. 

Q. But, you say, Mr. Jones, that as far as you know there have 
not been any rates made? 

A. There have been no changes made that I know of. 

Q. Do you know of any that have been made as a new proposition 
since you have been here? 

A. I don't remember of any. 

Q. You don't remember any? 

A. No, sir. 

Q. Then if you don't have anything to do with the distribution 
of cars or the movement of the trains, and as far as you know there 
have been no rates made and no changes in rates made, you have 
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been having a very easy time of it here since last September, have 
you not? 

A. No, sir ; I have been having a very busy time. 

Q. Can you give any other functions given to you to perform ex- 
cept as you have stated? 

A. No, sir. 

Q. Have you ever had any consultation with the Santa Fe 

1030 officials with reference to the movement of any kind of traffic, 
or the division of traffic ? 

A. No, sir, not that I know of. 

Q. You were never consulted with reference to the amount of 
traffic your company should receive from the Pacific Mail and other 
steamship lines? 

A. No, sir, 

Q. That was not brought to your knowledge ? 

A. No, sir. 

Q. Or as to any efforts you should make to solicit traffic from the 
Orient? 

A. No, sir. 

Q. Was the matter of soliciting traffic in the orange country ever 
brought to your attention? 

A. No, sir, 

Q. That is all, Mr. Jones. 

Commissioner Lane, Any questions, gentlemen? 

Mr. LovETT. We have no questions. 

Mr. Severance. That is all, Mr. Jones. 

1031 Mr. Severance. I next offer in evidence, pursuant to our 
stipulation, the testimony of J. Ross Clark, a witness before 

the interstate Commerce Commission, who testified on the 7th day of 
February, 1907, at the City of Los Angeles, California, I under- 
stand that it is agreed by all parties that this testimony may be 
written into the record and have the same force and effect as though 
Mr. Clark were upon the stand giving the same testimony. 
Mr. EvARTS. Yes. 

J. ROSS CLARK 
testified : 

Examined by Mr. Severance: 
Q. Mr. Clark, where do you live? 
A. In Los Angeles. 

Q. How long have you lived in Los Angeles? 
A, Since 1892. 
Q. What is your business ? 

A. I am connected with the Salt Lake Railroad — ^the San Pedro, 
Los Angeles and Salt Lake Railroad, known as the Salt Lake road. 
Q. What is your official connection with that road ? 
A. I am a Director and Second Vice-President, 
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Q. Prior to the construction of the Salt Lake Eoad, Mr. Clark, 
what was your business? 

Q. I was interested in various things in Montana ; banking, mining, 
smelting, etc. 

Q. And also locally interested in various matters here in Los 
Angeles? 

A. Yes, sir. In the manufacture of sugar from beets. 

Q. You had made your home in Los Angeles prior to that time, 
from 1892 down? 

A. From 1892 down, yes, sir. 

1032 Q. And you were interested, I suppose, in development of 
this section? 

A. I have been. 

Q. Now, Mr. Clark, what year was the Salt Lake road — we will 
use that expression as a short expression for the road — what year 
was that road incorporated? 

A. March, 1901. 

Q. Prior to that time had you been interested in any railroad in 
and about Los Angeles? 

A. Yes, sir. 

Q. What was the name of the road ? 

A. The Los Angeles Terminal Kailway. 

Q. And for how many years had you been interested in that 
property ? 

A. We became interested in that, I think, in July, 1900. 

Q. In 1900? 

A. In 1900. 

Q. When was that road constructed, Mr. Clark, if you know ? 

A. The Los Angeles Terminal? 

Q. Yes. 

A. I don't know. 

Q. It had been in existence during the entire period of your resi- 
dence here? 

A. Yes, sir. 

Q. Where did it run ? 

A. From Los Angeles to East San Pedro, and from Los Angeles 
to Pasadena, and from Los Angeles to Glendale. 

Q. Was that a steam road or an electric road ? 

A. It was a steam road. 

Q. Can you tell from your recollection about the mileage of the 
road? 

A. I would say in round numbers about 48 or 50 miles. 

Q. The main line of that road ran from Los Angeles to San Pedro, 
didn't it? 

A. Yes, sir. 

Q. How many miles is that? 

A. 27 miles. 

Q. Did that road at the time you became interested in it 

1033 have any terminals at San Pedro ? 



CLAEK. 603 

A. Yes, sir. 

Q. Can you in a general way give us the extent of those terminals ? 

A. They had land holdings there amounting to something like 
twelve or fifteen hundred acres of land on the east side of the inner 
harbor. 

Q. Was the road the owner of a considerable harbor frontage ? 

A. Yes, sir. 

Q. What proportion of the entire frontage on the inner harbor 
in San Pedro would you say was owned by the San Pedro Company — 
the Terminal Company ? 

A. I should think about 50 per cent. 

Q. What other corporations, if you know, owned the balance of 
the harbor frontage there ? 

A. I do not think that there is any corporation owned anything 
on the east side; on the west side I understand that the Southern 
Pacific and different interests, lumber interests 

Q. (Interrupting.) Lumber interests? 

A. Lumber interests, yes, sir. 

Q. Well, what percentage of the total frontage would you say 
was owned by the Southern Pacific? 

A. I couldn't say. 

Q. Do j'ou mean to testify as to the present time or as to the time 
you acquired the Terminal Company, Mr. Clark? 

A. Well, at the time — I don't know that the conditions are very 
different now. 

Q. Judge Kelly suggested that possibly you did not understand 
which it was I was asking the question about. Could you give me 
an estimate of about the percentage of frontage owned by the South- 
ern Pacific? 

A. I cannot. 

Q. You cannot? 
A. No, sir. 
1034 Q. Who were the other gentlemen, if»you know, that became 
interested in the Terminal Company at the time you became 
interested ? 

A. The Terminal Company at that time was owned by St. Louis 
people. Mr. E. C. Kerens and his associates. ( 

Q. I understand the company was owned by these gentlemen, and 
did you buy from them an interest? 

A. We bought a half interest, yes, sir. 

Q. I beg your pardon ? 

A. We bought one-half interest. 

Q. And who were associated with you ? 

A. My brother and myself, was all. 

Q. That is Senator W. A. Clark? 
. A. W. A. Clark. 

Q. Was that after that purchase in May, 1900 — did you say it was ? 

A. About July, 1900. 

71535— VOL 2— 09 7 ;?; 
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Q. After that purchase, Senator Clark and yourself, owned one- 
half interest, and Mr. Kerens and his St. Louis associates the other 
half. 

A. That is correct. 

Q. Now, Mr. Clark, what purposes did you have in view in acquir- 
ing an interest in this property — was it with the view of extending the 
line at the time you bo.ught it? 

A. Why, I think that was the ultimate — it was the intention to 
make something more out of it than a local proposition. 

Q. Now, Mr. Clark, when did you gentlemen first conceive the idea 
of the building of the Salt Lake line ? 

A. It was some time after the purchase of this interest here; I 
do not remember exactly. 

Q. During that year? 

A. I do not think it was definitely determined during that year. 

Q. Well, was it definitely determined during the next year? 
1035 A. Yes, sir. 

Q. It was definitely determined before you incorporated the 
company ? 

A. Before we incorporated the company, yes, sir. 

Q. Now, who were the gentlemen that you associated with your- 
self in the larger enterprise of building the Salt Lake Road, prior 
to its incorporation? 

A. The same people who owned the other half of the Terminal 
property. 

Q. The same gentlemen? 

A. The same gentlemen. 

Q. Was not Mr. Kearns of Salt Lake also interested with you? 

A. Not at that time. Mr. Kearns came in later, after we had pur- 
chased ; some time after we had purchased the one-half interest. 

Q. But I am speaking about the situation at the time you incor- 
porated the Salt Lake Road; was Mr. Kearns of Salt Lake inter- 
ested then? 

A. I think so. 

Q. Then, at the time you incorporated the Salt Lake Company, 
in 1901, it was in the control of the same gentlemen that had been 
interested with you in the Terminal Company ? 

A. Yes, sir. 

Q. Namely, the St. Louis people, your brother and yourself, and 
possibly Mr. Kearns of Salt Lake? 

A. Yes, sir. 

Q. If he was not in then, he was in very shortly afterwards? 

A. That is correct. 

Q. After incorporating this company, what steps, if any, did you 
take toward the construction or the laying out of the line ? 

A. We very soon after that time started our surveys. About the 
first thing we did was to re-construct the line between here and San 
Pedro ; widen the banks, put on heavy rail and ballast that, and 
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we commenced the construction of the line from here to 

1036 Kiverside. 

Q. Now, you speak of putting surveyors in the field; over 
what part of the line did you put surveyors in the field ? 

A. Our first surveying started from here, about three miles below 
town, Hobart Junction, to the east, and sometime soon after that we 
had surveyors in the field in Utah. 

Q. Did they work from Salt Lake west ? 

A. From Salt Lake west. 

Q. Did those surveyors complete their work to the extent of — at 
least in a tentative way — of establishing a through line from here to 
Salt Lake? 

A. I do not think the line at that time was completed clear through. 
We commenced surveying, if I remember correctly, at Salt Lake, and 
ran a line out to Lynn Junction — what is known as 

Q. (Interrupting.) How far is that from Salt Lake ? 

A. About 116 miles. 

Q. In this direction ? 

A. In this direction, west. 

Q. Well, then, where did they go next? 

A. I think they were transferred some time after that — skipped 
quite a piece of territory and were transferred down to what is known 
as the Meadow Valley Wash. 

Q. What is this Meadow Valley Wash ? 

A. It is a canyon ; it is in the State of Nevada. 

Q. Well, did your surveyors survey a line through that canyon ? 

A. They did. 

Q. What happened then when the surveyors got down to the 
Meadow Valley Wash ? 

A. We had considerable trouble there with our opponents. 

Q. Who were your opponents ? , 

A. The Oregon Short Line. 

1037 Q. What was the nature of the trouble that you had with 
your opponent, the Oregon Short Line, in the Meadow Valley 

Wash? 

A. The first trouble was, there was an old grade built from Uvada 
to Caliente, and a partial grade built from Caliente— 

Q. (Interrupting.) I cannot hear you. 

A. There was constructed a grade at that time that had never been 
used from Uvada — that is the Utah State line to Caliente. 

Q. How far is that? 

A. About 42 miles. 

Q. Did that run through this canyon ? 

A. Through part of it ; not altogether. Then there was a partially 
constructed grade from Caliente to Pioche, which had been built a 
good many years prior. 

Q. Can you tell about how long prior those two grades had been 
made? 
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A. I am informed they were built in 1889 or 1890. 

Q. Some eleven or twelve years before? 

A. Prior. 

Q. Did they connect up with any line of railroad at any point? 

A. Yes ; they connected with the Utah and Pacific at Uvada. That 
Utah and Pacific was constructed from Milford to the Utah State 
line. 

Q. But nothing had been done with these from the time they were 
partially constructed in 1889 and 1890 down to the time you appeared 
on the scene ? 

A. Nothing. 

Q. You say that you had trouble in the Meadow Valley Wash with 
your opponent, the Oregon Short Line. I wish you would state 
pretty fully just the nature of that trouble. 

A. Well, these grades had been lying there for a great many years; 
had not been occupied ; had been sold for taxes, and we presumed they 
had been abandoned, and we undertook to take possession of 
1038 them ; bought up the tax title in one case, and finally the mat- 
ter got into court. The court ruled against us, and we aban- 
doned that part. 

Q. Then what did you do ? . 

A. Well, we proceeded then to survey from Caliente west, down 
through the continuation of the Meadow Valley Wash, which is 
rather a rough canyon, most of it, and there we got into trouble 
again. 

Q. What was the trouble that time ? 

A. It was a question of survey and getting our maps approved. 

Q. Well, with whom did you have that trouble ? 

A. With the Oregon Short Line. , 

Q. The same old friends that you had trouble with before? 

A. I am not sure it was the Oregon Short Line Company ; it may 
have been another company; I think they were probably working 
there under the Utah, Nevada and California Company. 

Q. Was it a sub-company of the Oregon Short Line ? 

A. I understood so. 

Q. What was the nature of the trouble you had with them? 

A. It was merely in getting our maps approved. 

Q. Where? 

A. In the United States Land Office. 

Q. How did you come out with that? 

A. Not very successful. 

Q. Was the matter finally determined, or was it in litigation? 

A. It got into court, and never was finally determined. 

Q. Yes, that is what I meant. It got into court, and litigation 
was pending concerning it. 

A. Litigation was pending. 

Q. Now, Mr. Clark, at the time you started these surveys and did 
this work that you have spoken of, what was the intention of your- 
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self and your associates as to building an independent line from Los 
Angeles and San Pedro through to Salt Lake City ? 

A. I do not know exactly what you mean by " an independ- 

1039 ent line," but so far as I know it was the plan of our people to 
build a line. 

Q. Build a line of their own ? 

A. Yes, sir. 

Q. To be controlled by themselves ? 

A. Yes, sir. 

Q. How long a time was consumed in this litigation, through the 
various parts of the litigation you have mentioned ? 

A. I cannot say definitely, but a good many months. 

Q. During the time that you were conducting this litigation, were 
you continuing your work of surveying in other places ? 

A. I am not positive about that ; I am not sure. 

Q. At the time that you put your surveying crews into this can- 
yon, was -there any other surveying crew put in there ? 

A. Yes, sir. 

Q. Or shortly afterwards? 

A. I think they were probably in there before that. 

Q. In there before you were ? 

A. Yes, sir. 

Q. But they were put in there after you had surveyed out from 
Salt Lake? 

A. Yes, sir. 

Q. Did these surveying crews have any trouble with each other ? 

A. I don't remember if they did. 

Q. You don't remember about that? 

A. No, sir. 

Commissioner Lane. Was this canyon the only practicable route? 

Witness. Coming from Salt Lake to Los Angeles, I would say 
• it was. 

Commissioner Lane. You regarded it as necessary that^ou should 
have the use of that canyon ? 

Witness. Absolutely ; yes, sir. 

Q. That is, some part of it? 

1040 A. At some points. It was the controlling points of the 
route from Salt Lake to the west. 

Commissioner Lane. If the Oregon Short Line had been able to 
control that canyon, could you have built your line through ? 

Witness. I don't think it would ever have been built. 

Commissioner Lane. Do you know who instituted the litigation 
against you primarily? 

Witness. It was done, I think, in the name of the Utah, Nevada and 
California Railroad Company. 

Commissioner Lane. What kind of a corporation was that ? 

Witness. It was incorporated for the purpose of constructing rail- 
roads. 
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Commissioner Lane. Did you have any interest in it? 

Witness. None whatever. 

Commissioner Lane. Who did? Who controlled it? 

Witness. So far as I know, the Oregon Short Line. 

Commissioner Lane. They claimed that they had an exclusive 
right to the use of that canyon ? 

Witness. I don't know that they made that claim, but they were on 
the ground first, evidently ; made their surveys ; filed their maps, be- 
fore we did. 

Commissioner Lane. Then you recognized that they had some 
rights there? 

Witness. Yes, sir. 

Q. When did these surveying crews of the Oregon Short Line come 
in there, with reference to the time that your crews arrived ? 

A. Not a great while prior to ours, I don't think. 

Q. Well, was it a matter of weeks? 

A. Well, I would say probably two or three weeks; ten days to 

two weeks. I am not positive about that. 

1041 Q. Now, Mr. Clark, had the fact that you were surveying 

this line and intended to build this road through from Los 

Angeles to Salt Lake been a matter of public notoriety for some 

months before that? 

A. I think so. 

Q. It had been publicly stated here, and through the press gen- 
erally, that you were about to construct this line ? 

A. I think the papers both here and in Salt Lake had something to 
say about it. 

Q. Now it appears by the evidence already taken in this case that 
certain contracts were entered into between — in the first instance, be- 
tween William A. Clark, designated as Clark, Trustee, for his own 
account and upon the account of his associates on the one hand, and 
E. H. Harriman, designated as Harriman, Trustee, as trustee for the 
Oregon Short Line Railroad Company. The first contract being 
dated on the 9th of July, 1902. You are familiar with that contract. 

A. I know something of it; yes, sir. 

Q. You were one of the associates for whom Senator Clark acted 
in making that contract? 

A. Yes, sir. 

Q. How long prior to the making of that contract did negotiations 
commence that resulted in that contract? 

A. I can not tell that. 

Q. Well, was it several months or a few weeks, or a day, or two 
days? 

A. I think it was at least six or eight months ; six months at least 
prior to that. 

Q. Who initiated those negotiations? 

A. I cannot tell that. 

Q. You do not know whether it was Mr. Harriman or your 
brother ? 
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A. I do not. 

Q. From time to time during that period were the various 

1042 matters that were finally embodied in the contract a matter of 
discussion between your brother and his associates ? 

A. I think so. 

Q. Including yourself? 

A. Yes, sir. 

Q. Up to the time that you had this litigation and up to the time 
that these negotiations were commenced, Mr. Harriman or his com- 
panies had no interest whatever in the Salt Lake road, did they ? 

A. None whatever. 

Q. At the time of the making of this contract of the 9th of July, 
1902, had you built some of the road ? 

A. "We had. 

Q. How much? 

A. I think the line was pretty well completed between here and 
Riverside ; it must have been just about completed. 

Q. Had you made a survey from Riverside on, this end? 

A. Yes. We made a survey from Cajon Pass, and I think at the 
time that contract was gotten up our surveyors were out on the desert. 

Q. That is, you had surveyed on up from Riverside, through San 
Bernardino, and through the Cajon Pass at that time? 

A. Yes, sir. 

Q. And you had made that survey for the purpose of establishing 
your line of road there? 

A. That was the ultimate end. 

Q. I see by this contract between your brother as trustee, and Mr. 
Harriman as trustee, that at the time your brother and his associates 
were the owners of approximately seventy per cent of the capital 
stock of the California Improvement Company and of the capital 
stock of the Empire Construction Company. What was the Cali- 
fornia Improvement Company? 

1043 A. The California Improvement Company was, I think, an 
Illinois corporation, incorporated imder the laws of the State 

of Illinois, and it was, so far as I know, a holding company. It was 
controlled by the St. Louis people. 

Q. And what did it hold? 

A. It held the interest of the Los Angeles Terminal Railway 
Company. 

Q. Then the California Improvement Company was nominally 
the stockholder of the Terminal Company? 

A. That is correct. 

Q. And you gentlemen who bought into the Terminal Company, 
as you say, were owners of the stock of the California Improvement 
Company ? 

A. We bought the California Improvement Company shares. 

Q. Who owned the other thirty per cent of that stock ? 

A. .That was scattered between — ^held by different people in St. 
Louis and that vicinity. 
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Q. It was not held by anybody affliated with the Oregon Short 
Line or any of those people? 

A. No, sir. 

Q. Then it further appears in this contract — it is recited that 
Senator Clark and his associates were the owners of approximately 
seventy per cent of the capital stock of the Empire Construction 
Company. What was that company? 

A. That was a Utah corporation, organized by my brother and his 
associates. The same people that were interested in the California 
Improvement Company were stockholders — practically the same 
people, perhaps with few exceptions — in the Empire Construction 
Company. 

Q. And was that company the owner of the stock of the Salt Lake 
road ? 

A. No, sir. 

Q. What did it own? 

1044 A. It didn't own anything except it had a paid-up capital 
at one time. 

Q. What was it incorporated for ? 

A. The object was, I think, at that ,time, to use it so that the con- 
struction work should probably be done through that company. 

Q. It was the company that was to take the contract to build the 
road, and through which the securities were to be put up? 

A. That was the idea. 

Q. Who owned the balance of the stock in that company? 

A. That was held by different people in St. Louis. 

Q. That stock was distributed in the same way as the stock of the 
California Improvement Company? 

A. Practically the same way. 

Q. What was the Los Angeles Terminal Land Company? 

A. That was — I am not sure whether it was a California corpora- 
tion or not. 

Q. I know, but what did it own ? 

A. It held landed interests. 

Q. Whereabouts, in the city ? 

A. It had some pieces inside the city limits, but the large holdings 
were at East San Pedro. 

Q. And that was the company then that owned the lands which 
you intended to use as the terminals for the Salt Lake road ? 

A. Yes, sir. That stock was held, also, by the California Improve- 
ment Company. 

Q. Yes, so it is recited in the contract here. It is also recited in this 
contract that there are now in the treasury of the California Com- 
pany 25,000 shares of the capital stock of the San Pedro Company — 
meaning by that, I think, the railroad. Yes, that is right. Aggre- 
gating $2,500,000, which stock was issued and held by William 

1045 A. Clark, and E. C. Kerens, and it is for the stockholders of 
the California Company. Was that all the stock of the San 

Pedro Company then issued? 
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A. That was all the stock. 

Q. How is that? 

A. 25,000 shares? 

Q. Yes. 

A. That was all the stock. 

Q. That was all the stock? 

A. Yes, sir. 

Q. Now, after the Los Angeles Terminal Company had acquired 
these terminals in Los Angeles and San Pedro, what did it do with 
them? 

A. The Los Angeles Terminal Company? 

Q. Yes ; those lands were conveyed, were they not, to the Salt Lake 
road? 

A. All the holdings of the Los Angeles Terminal Railroad Com- 
pany and the Los Angeles Terminal Land Company were transferred 
to the Salt Lake Route. 

Q. Now, at the time you projected this Salt Lake Road, you in- 
tended its eastern terminus to be at Salt Lake City, did you not? 

A. Salt Lake City, yes, sir. 

Q. With what roads did you expect to interchange freight at that 
place ? 

A. Both the Oregon Short Line and Denver & Rio Grande. 

Q. They both reach 

A. (Interrupting.) They both reach Salt Lake. 

Q. You say that you do not know who initiated those negotiations 
that eventuated in this contract? Where were these negotiations 
carried on? 

A. Why, partly in California and partly in New York. 

Q. Who represented Mr. Harriman in the negotiations when they 
were carried on in California ? 

A. Mr. Stubbs, I think, is the only man that I ever talked to about 
them in California. 

Q. Mr. J. C. Stubbs? 
1046 A. Mr. J. C. Stubbs. 

Q. The gentleman sitting here in the room [indicating] ? 

A. Yes, sir. 

Q. And who represented the other interests when the negotiations 
were carried on in the East — ^Mr. Harriman personally? 

A. Judge Cornish, I think, largely. . 

Q. And Judge Cornish is the Vice-President of the various Harri- 
man lines, is he not? 

A. I understand so. 

Q. Did you ever have a meeting with Mr. Harriman in the course 
of these negotiations yourself? 

A. Yes, sir. 

Q. This contract, or the arrangement between you finally resulted 
in Mr. Harriman acquiring one-half of the stock of the Salt Lake 
road, didn't it? 

A. Yes, sir. 
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Q. Now, in this contract I find this, in Section 6 of Article I : It is 
the contract of July 9th, 1902, which is introduced in evidence in New 
York, and is marked " Exhibit No. 53, Alexander Millar." Section 6 
reads as follows : " Upon the completion of the sale and purchase of the 
said undivided one-half of the capital stock of said companies, now 
owned by said Clark, trustee, will, whenever requested by said Harri- 
man, trustee, cause one-half the membership of the directorate of 
each of the several companies to be vacated, and will cause directors 
to be nominated and named by the said Harriman, trustee, to be 
elected to the directorate to fill such vacancies in each and every of 
said companies, but said Harriman, trustee, appreciating the advan- 
tage to be obtained by preserving the independent character of the 
San Pedro Company, and to that end disturbing as little as may be 
the present organization of said company until the through line of 
said San Pedro Company in this agreement mentioned is com- 
1047 pleted and in operation, will not exercise the right herein given 
him to name one-half of the said boards of directors unless he 
shall deem the exercise of such right necessary to the protection of 
the interests which he represents." 

At whose suggestion was that provision put into the contract? 

A. I do not remember. 

Q, Well what action did Mr. Harriman take under that ? Did he 
continue to appreciate the advantage of preserving the independent 
character of the San Pedro Company and to that end refrain from 
disturbing the organization until he had the line built, or did you 
vacate part of the members of the directorate and put in Harriman 
men? 

A. I do not remember the date that the Board was divided. It 
was some time — I am not sure whether it was before the completion 
of the line or afterwards. 

Q. What reason was advanced for that provision ? 

A. I do not know. 

Q. You don't know about that? 

A. Np, sir. 

Q. Mr. Harriman personally never told you why he thought it 
would be an advantage to allow the independence of the San Pedro 
line to remain undisturbed on the surface? 

A. He did not. 

Q. Did any representative of his tell you that ? 

A. Not that I remember. 

Q. How is that? 

A. Not that I remember. 

Q. Did any of your associates report at a meeting why Mr. Harri- 
man wanted that provision in the contract? 

A. They did not. 

Q. Do you know who drew this contract? 

A. I do not know. There are several people who had a hand in 
It— Judge Cornish, and I think Judge Kelly had something to do 
with it, Mr. Gibbon, Mr. Stubbs and myself. 
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1048 Q. Well, Mr. Kelly at that time was counsel for the Union 
Pacific, was he not ? 

A. He was. 

Q. And he was consulted with reference to this matter, was he ? 

A. Yes, sir. 

Q. Here in Los Angeles? 

A. No. 

Q. In the East? 

A. Yes, in the East. 

Q. Mr. Gibbon was your counsel ? 

A. Mr. Gibbon was our counsel. 

Q. Now, you have stated that you completed surveys out through 
the Cajon Pass and into the desert ; you had done so at the time this 
arrangement was made? 

A. Yes, sir. 

Q. What caused the abandonment of the line beyond Riverside? 
That is, what caused you to abandon the scheme of constructing a 
separate line of road beyond Riverside ? 

A. Constructing a line of road over the mountains ? 

Q. Yes; you use certain Santa Fe track and certain Southern 
Pacific track? 

A. Yes, sir. 

Q. You use Southern Pacific as far as 

A. (Interrupting.) From Riverside junction to Colton, and the 
Santa Fe track from Colton to Daggett. 

Q. Didn't you build a little line in between there ? 

A. No, sir. 

Q. What was the occasion for abandoning the construction of your 
line? 

A. I think a matter of economy. In the first place, it is a very 

heavy construction, would be very heavy over the Cajon Pass; it 

would take a good deal of time to do it, cost a great deal of money, 

and we were anxious to get the line open as soon as possible ; and we 

made trackage arrangements with the Santa Fe Company. 

1049 Q. There was no physical difficulty about constructing a line 
from Riverside to Colton, was there? 

A. No, sir. 

Q. Why was that abandoned ? 

A. Well, I presume it was a matter of economy. 

Q. A matter of economy ? 

A. A line from Riverside to Colton can be built, but it is a very 
expensive country to run through ; you run through orange orchards 
and 

Q. (Interrupting.) At whose suggestion was that construction 
abandoned ? 

A. I do not remember. 

Q. Do you remember at whose suggestion the construction of the 
line through the Cajon Pass was abandoned ? 

A. No, I do not. 
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Q. Mr. Clark, did the Oregon Short Line have any contract, so far 
as you know, with the Santa Fe before you abandoned your line, by 
which the Short Line was given the right to use the Santa Fe tracli 
from Colton through, over the Cajon Pass? 

A. Not to my knowledge. 

Q. You never knew anything about that ? 

A. No, sir. 

Q. I notice in this contract of July 9th, Article 3 of which reads 
as follows : " Section 1. The said Harriman, as trustee, further cove- 
nants and agrees that he will negotiate with the Southern Pacific 
Company and if possible obtain from said Company the right for the 
San Pedro Company to use the tracks of the Southern Pacific Com- 
pany from the point of its junction with the tracks of the Southern 
California Company at or near Colton, to the point of junction with 
the tracks of the San Pedro Compary at or near Riverside." 

Did Mr. Harriman conduct those negotiations with the Southern 
Pacific? 
1050 A. I think he had something to do with them. 

Q. Was he President of the Southern Pacific at that time? 

A. I think so. 

Q. So that he covenanted here that he would negotiate with him- 
self and secure that track, if possible, and he was successful ? 

A. Yes, sir. 

Q. Judge Kelly corrects me. He says he was chairman of the 
executive committee. 

Mr. Kelly. I want to correct Mr. Clark. Mr. Harriman was not 
the president of the company, at that time ; he was chairman of the 
executive committee. Mr. Hayes was president of the company at 
that time. 

Q. By Section 2, Mr. Harriman also agrees to "negotiate with 
the Southern California Railroad Company and, if possible, obtain 
from said company the right for the San Pedro Company to use the 
tracks of the Southern California Company from the point of its 
junction with the tracks of the Southern Pacific Company at or near 
Colton, to the point of junction of its tracks with the tracks of the 
Santa Fe Pacific Company at or near Barstow." That is, it is a sub- 
company of the Santa Fe? 

A. Yes, sir. 

Q. Did Mr. Harriman conduct those negotiations? 

A. I don't think so. 

Q. You don't think so ? 

A. No, sir. 

Q. Who did? 

A. They were taken up by my brother with Mr. Ripley ; Mr. A. G. 
Wells had something to do with it, and myself. 

Q. And the negotiations were carried through between yourself 
and your brother and Mr. Ripley ? 

A. Yes, sir. I do not think Mr. Harriman ever had anything to 
do with that. 
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Q. He had nothing to do with that ? 
A. Not so far as I know. 

1051 Q. Did you carry out the rental that is specified here, which 
is " a rental not exceeding four per cent per annum on one- 
half the valuation of the property of the Southern California Com- 
pany so used, and a share of the costs of maintenance thereof, includ- 
ing the taxes in proportion to the use of said tracks and property 
on a wheelage basis " ? 

A. The interest rate there is not correct; we are paying more in- 
terest ; I think we are paying four and one-half per cent. 

Q. Aside from that? 

A. Aside from that, it is practically that. 

Q. Do you pay your share of the cost of maintenance ? 

A. On a wheelage basis. 

Q. And you pay a rental of four and one-half per cent on the 
cost 

A. (Interrupting.) Four and a half per cent on the value of the 
road, as agreed upon. 

Q. And you have also a similar arrangement, have you not, with 
the Santa Fe Pacific Company between Barstow and 

A. (Interrupting.) Barstow and Daggett ; and I think those com- 
panies probably were turned over to the Santa Fe, and I believe 
are controlled simply by one company. 

Q. I think that is true. Here is a provision, sub-division D of 
Article 4 of this contract, that I would like to ask you about, Mr. 
Clark. This article here is the one wherein it is provided that the 
San Pedro Company and the Short Line Company shall enter into 
an agreement for a term of ninety-nine years, which agreement was. 
afterwards made; and subdivision D of that article of this contract 
reads as follows : " Said agreement shall further provide that should 
conditions develop hereafter " — ^this, referring to the agree- 

1052 ment made between the Short Line and San Pedro Company — 
" which require the construction of branch lines connecting with 

the said San Pedro Company's road south of Salt Lake City, the 
construction of such lines shall be subject to agreement before the 
commencement thereof; providing, however, that if either party ob- 
jects to the construction the other may build said branches and con- 
nect the same with the main line of said San Pedro Company and 
be entitled to an interchange of traffic with it upon reasonable terms, 
it being understood that said branch lines shall not directly or indi- 
rectly invade the territory of the Short Line Company north of Salt 
Lake City, nor be built for the purpose of diverting business nat- 
urally tributary to the Short Line Company's road north of Salt 
Lake City." 

Now, at whose instance was that provision put into the contract, 
that the San Pedro Company should not at any time build branch 
lines which would invade what is called the territory of the Short 
Line ? 
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A. I do not remember now. It is a good while ago since those con- 
tracts were worked out. 

Q. Do you remember whether Mr. Harriman suggested that provi- 
sion? 

A. No, I do not. I should judge from the provision that it must 
have come from their people. 

Q. From their people, yes. 

Commissioner Lane. Were you consulted about that contract? 

Witness. I beg pardon ? 

Commissioner Lane. Were you consulted about that contract by 
anyone before it was entered into. 

Witness. Yes, I had something to do with it. 

1053 Commissioner Lane. With whom did you talk about it? 
Witness. Most of my talk was with Mr. Stubbs and Judge 

Cornish, I think, more than with anybody else ; Mr. Gibbon and my- 
self talked with Judge Cornish and Mr. Stubbs. Judge Kelley, I 
think, had something to do with it, but I do not remember how much. 
He was stationed at Omaha and I think was in New York once or 
twice — I am not sure — pending the working out of this agreement. 

Commissioner Lane. Did you talk with Mr. Harriman about it 
yourself ? 

Witness. I think so. 

Commissioner Lane. You did? You talked with your brother, 
the Senator, about it, did you ? 

Witness. Yes, sir. 

Commissioner Lane. Upon whose representation was it that you 
agreed to the making of that contract? 

Witness. I don't know as I exactly understand your question, Mr. 
Lane. 

Commissioner Lane. Who was it induced you to consent to the 
making of that contract ? You were interested with your brother in 
it? 

Witness. Yes, sir. 

Commissioner Lane. And you were consulted about it ? 

Witness. Yes, sir. 

Commissioner Lane. You were familiar with its provisions before 
it was entered into ? 

Witness. Yes, sir. 

1054 Commissioner Lane. Was your interest as considerable as 
your brother's in the matter ? 

Witness. No, sir, it was smaller. 
Commissioner Lane. Was his interest controlling? 
Witness. Yes, sir. 

Commissioner Lane. Did he ask your consent to the making of that 
contract ? 
Witness. He did. 
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Commissioner Lane. Was his judgment accepted by you as final on 
the matter, or did he ask your consent specifically ? 

Witness. I think it was mutual. 

Commissioner Lane. It was mutual? 

Witness. Yes, sir. 

Commissioner Lane. The representations that were made to you, 
you regarded as sufficient, and you acted on your own judgment in 
the making of the contract? 

Witness. I did. 

Q. Now, then, the section proceeds : " On the other hand, it is 
agreed and understood that the Short Line shall not build branch 
lines which will invade the territory of the San Pedro Company 
south of Salt Lake City or divert business which would be naturally 
tributary to the San Pedro Company's road south of Salt Lake City." 
Do you recall at whose instance that provision was put in the 
contract? , 

A. No, sir, I do not. I should judge it came from some of our 
people. 

Q. Your people? 

A. Yes, sir. 

Q. That is, your purpose was then to draw a line on the part of 
Salt Lake City? 

A. Yes, sir. 

Q. You were expected to stay on one side of the fence and 
1055 the Short Line on the other side, and neither was to come on 
the other side for ninety -nine years ? 

A. If they prevented our interests from going in one direction, we 
certainly wanted to protect our interests in the other. 

Q. Now, I will call your attention to Section 5 of this contract 
which reads as follows : " Said agreement shall also contain the fol- 
lowing provision : ' It is agreed that the interchange of traffic by and 
between the San Pedro road on the one hand and the Short Line Com- 
pany and the Union Pacific on the other hand, as against any com- 
petitor of said Short Line Company or said Union Pacific Company, 
shall be preferential, but not exclusive, except as hereinafter pro- 
vided, in favor of said Union Pacific Company ; and, in like manner, 
that the interchange of traffic by and between said Short Line Com- 
pany and said Union Pacific Company on the other hand, and the 
San Pedro Company on the other hand as against any competitor of 
the said San Pedro Company shall be preferential, but not exclusive, 
except as hereinafter provided, in favor of the San Pedro Company.' " 
Now, there is a provision later on which I will call your attention to 
in that connection, being section 7, two sections after this, which reads 
as follows : " Said agreement shall also contain the following pro- 
vision : ' Nothing contained herein shall be construed as limiting the 
rights or privileges of the Union Pacific Railroad Company or of the 
Southern Pacific Company or of the Short Line Company in respect 
to interchange of traffic each with the other.' " At whose instance 
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were those provisions put in, that you should deal preferentially with 

the Union Pacific as against competitors, and that they should 

deal preferentially with you, as against competitors, except that 

" Nothing contained herein shall be construed as limiting the 

1056 rights or privileges of the Union Pacific Railroad Company " 
in its dealings with the Southern Pacific Company or the Short 

Line Company? 

A. I do not remember now. 

Q. Do you remember who suggested those provisions? 

A. I do not. 

Q. You understood those provisions at the time, Mr. Clark? 

A. I think so. 

Q. Did you realize the position that that left the railroad in, fully? 

A. I do not know that I did. 

Q. As regards dealing with other Trans- continental lines like the 
Rio Grande? 

A. That section says it was preferential but not exclusive. 

Commissioner Lane. Did your brother urge you to consent to 
that? 

Witness. I do not think so. 

Commissioner Lane. Do you know whether Mr. Stubbs or any 
one else acting for the Union Pacific did ? 

Witness. I do not remember of any urging on either side. 

Commissioner Lane. With whom did you consider that para- 
graph ? 

Witness. Well, I do not remember now. It was Judge Cornish 
or Mr. Stubbs. I don't remember. 

Q. Pursuant to this contract, your road afterwards made some 
trackage agreements, did it not; made some formal traffic agree- 
ments, written contracts? 

A. Yes, I think so. 

Q. I will come to those in a minute. I will now call your atten- 
tion to Section 12 of this contract, Mr. Clark, which reads as 
follows : " Said agreement shall also contain the following pro- 
vision : ' Said San Pedro Company hereby covenants and agrees 

1057 that it will not now nor hereafter interchange traffic with 
any carrier connecting with it at a point in Utah south of 

Salt Lake City, or in Nevada, upon more favorable terms as to 
character or quality of service, nor at any lower rate of charge 
or lower divisions of rates, nor in any respect whatever than those 
governing the interchange of the same or similar traffic with the 
Short Line Company at Salt Lake City.' " At whose instance was 
that provision put in the contract? 

A. I do not remember. 

Q. It was not yours, was it? 

A. Probably not ; I can not say, however. 

Q. Did you understand at the time what that provision meant? 

A. Yes, sir. 
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Q. It disabled you from dealing with any other competitor of 
the Short Line or the Union Pacific on better terms than you had 
with those roads ? 

A. It did not prevent us from dealing with anybody else ; it pre- 
vented us from dealing with anybody else on better terms than we 
would grant them. 

Q. That is it exactly. And that was to last ninty-nine year's? 

A. I do not remember the date without referring to the contract. 

Q. Turning to "Exhibit No. 42, Alexander Millar," which is a 
traffic agreement between the Southern Pacific Company and the 
San Pedro, Los Angeles and Salt Lake Railroad Company, made 
pursuant to this contract 

Commissioner Lane (interrupting). What is the date of that? 

Mr. Severance. That is dated June 18, 1903. 

Q. I want to ask you some questions about that. In the 
1058 first place, there were introduced in evidence in New York 
that agreement, also the traffic agreement with the Oregon 
Short Line, the San Pedro line and the Uiiion Pacific Line, and the 
deeds of certain railroad properties, and the agreement between your 
brother as trustee and Mr. Harriman as trustee by which the stock 
of the San Pedro road was trusteed to the Farmers Loan and Trust 
Company, the last mentioned contract being dated the Tth of June, 
1903, and the balance of them all on the 18th of June, 1903. That 
was nearly a year after this preliminary contract ? 

A. Yes, sir. 

Q. At the time these last contracts were made, had you completed 
your line? 

A. June, 1903. 

Q. Yes. 

A. No, sir. 

Q. Well, any part of it? 

A. Yes, part of it. 

Q. Which part? 

A. The line was completed from here to Riverside and we were 
working beyond Daggett, and we were working from Caliente west 
at that time. 

Q. At Caliente you connected up with the lines of the Utah Short 
Line that you had acquired under your joint deal? 

A. Yes, sir. The old line was constructed down to that point. 

Q. You are familiar with these various contracts, the subsequent 
contracts, the permanent contracts? 

A. Yes, sir. 

Q. They were submitted to you, and your Board of Directors, and 
approved by you? 

A. I had something to do with them, and I think, as far as I 
remember, they were approved by the Board of Directors or the 
executive committee — ^the Board of Directors, I think. 
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Q. You were familiar with them and consulted while they 

1059 were in preparation? 

A. I was. 

Q. Who drew these contracts, these subsequent contracts, the traffic 
agreements, deeds, trustee agreements, and all that? 

A. Mr. Gibbon and Judge Cornish, and I think. Judge Kelly was 
in New York at that time. 

Q. These contracts were prepared, were they not, and these deeds, 
and so on, iii furtherance, to a great extent, as you understand it, 
of the original contract? 

A. This tentative agreement? 

Q. Yes. 

A. Yes, sir. 

Q. Now, this " Exhibit No. 42, Alexander Millar," is a traffic con- 
tract between the Southern Pacific and the San Pedro, Los Angeles, 
and Salt Lake Railroad Company, that seems to have been signed 
by the Southern Pacific, E. H. Harriman, President, and the San 
Pedro, by W. A. Clark, President. Articles 2 and 3 — well, in the 
first place, article 1 of this contract provides that the Southern 
Pacific Company will interchange freight traffic in the State of 
California with your company on as favorable terms as with the 
Southern California Company. Article 2 reads as follows: 

" In partial consideration of the said covenants and agreements 
of the said Southern Company, contained in Article 1 hereof, said 
San Pedro company hereby covenants and agrees with said Southern 
Company " — that is, the Southern Pacific — " that it will, upon the 
execution of this agreement, adopt, print, publish and put in force 
at all points on its leased, owned, or operated railroad, for the han- 
dling of local business thereon, the lawful freight rates, tariffs, 

1060 classifications and charges used by said Southern Company 
for the handling of any local business which may be the sub- 
ject of competition between them." 

Article 3 reads as follows : " Each party hereto " — ^that is, the 
Southern Pacific and your company — " mutually covenants and agrees 
to and with the other that after the adoption and putting in force of 
rates as provided by article 2, neither of them shall or will change 
any such rates without the consent of the other party hereto, unless 
such change may be made necessary in order to meet the rates, charges, 
classifications or tariffs, of any other company or competing line of 
railroad, or to conform to the final decree or judgment of some court 
of competent jurisdiction, or some lawful and valid requirement of 
state or national law." 

Do you remember those provisions? 

A. Yes, sir. 

Q. You understood what that meant when you agreed to it, did 
you? 

A. Well, I take it for granted that I did. 

Q. And that that agreement, according to article 6, " is binding 
upon each of the parties hereto for the term of ninety-nine years? " 
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You understood then that for ninety-nine years, upon the class of 
traffic mentioned there, you could not make a change of rate without 
the consent of the Southern Pacific, did you? 

A. I presume that is correct. 

Q. At whose instance was that put in? 

A. I cannot tell now ; evidently it was not at our instance. 

Q. How is that? 

A. I say evidently it was not at our instance. 

Q. At your own suggestion? 

A. I saj^ evidently it was not. 

Commissioner Lane. Why did you consent to the making of 

1061 a contract with that provision in? 

Witness. Why, that let us into Southern California. There 
is a provision in there that they shall interchange business with us 
on the same terms as they interchange with the Santa Fe Company. 
Now, at that time, we had probably a little over one hundred miles of 
railroad in Southern California, and that would give us access, by 
interchange, to three hundred additional miles already constructed by 
the Southern Pacific in operation. 

Commissioner Lane. You say that lets you into Southern Cali- 
fornia. Could you not have gotten in without that ? 

A. In time, yes, sir, at enormous expense. Those lines were already 
constructed and in operation. 

Q. Wliat lines do you mean were already constructed and in 
operation ? 

A. The Southern Pacific line. 

Q. Had those been constructed for many years? 

A. Yes, sir. 

Q. But this contract you made was to run ninety-nine years? 

Mr. Kelly. Pardon me. To what sort or class of traffic do you 
understand, or did you understand that contract to apply, and to what 
class of traffic has it been applied ? 

Witness. Only to local traffic. 

Q. What do you mean by " local traffic?" 

A. Traffic that would be picked up at a Southern California point 
and laid, down in the State of California. 

1062 Q. I noticed an interview of my friend, Mr. Dunne, in 
which he stated that yesterday 

Mr. Dunne. I thought you brought that out at New York your- 
self. 

Mr. Severance. No, I did not. 

Mr. Dunne. Well, your partner did. 

Mr. Severance. No. Let us see what local traffic means. 

Q. Have you ever heard, Mr. Clark, of the term " local traffic " 
being deemed to apply to traffic local to a line of road, as distin- 
guished from local to a state? For instance, suppose your line ran 
from Los Angeles over to some point across the line in Arizona, 
would not the term " local traffic " be properly applied to any traffic 
local to your line without reference to state lines ? 
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A. That would be an interstate proposition. 

Q. I understand, but would not the term "local" as used in 
railroad parlance be properly applied to business that is local to 
your line — that is true, isn't it ? 

A. That is a pretty hard question for me to answer. 

Q. You answered Judge Kelly that it was intended to apply to 
business that was picked up and laid down in California ? 

A. Yes, sir. 

Q. If that is the case, will you explain to me what this pro- 

1063 vision means in Article 3? After you have agreed that you 
will maintain these rates, the Southern Pacific rates, and will 

not change these rates without the consent of the other party, there 
is a provision at the end which reads as follows : " Unless such 
change may be made necessary in order to meet the rates, charges, 
classifications or tariffs of any other company or competing line of 
railroad or to conform to the final decree or judgment of some 
court of competent jurisdiction, or some lawful and valid require- 
ment of state or national law." Will you explain to me what change 
could be prevented or required by any national law applying only 
to commodities transported within the State of California? 

A. No, I do not know that I can. 

Q. Does not that show clearly that it was never the intention that 
this should apply to traffic local to the State of California, from the 
fact that in the proviso you expressly reserve the right to change, if 
it was required by any valid requirement of state or national law ? 

Mr. Kellf. That is argumentative. 

Mr. Severance. Yes, I know. 

Commissioner Lane. I think we are. entitled to his opinion about 
that. 

Mr. Severance. You have asked his opinion about that. 

Mr. Kelly. Oh, no, I did not ask his opinion. 

Commissioner Lane. What was your understanding of the mean- 
ing of that provision ? 

Witness. My understanding of that provision at the time was that 
it only applied to local business. 

Commissioner Lane. I mean with reference to this last question, as 
to governmental or national regulation? 

' Witness. I would not undertake to answer that. 

1064 Commissioner Lane. Mr. Clark, who were the parties to 
that agreement? 

Witness. The Southern Pacific Company and the San Pedro, 
Los Angeles and Salt Lake Railroad Company. 

Commissioner Lane. Now, then, isn't it within the power of those 
two parties, the Southern Pacific Company and the San Pedrp Com- 
pany, to give any construction that they please to the word "local" 
there ? 

Witness. No, I do not think so. I think the word " local " busi- 
ness would apply— as I understand, it would be state business; busi- 
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ness picked up in California, at some point in the state, and laid 
down at another. 

Commissioner Lane. Suppose that the Southern Pacific Company 
and your company owning half each determined that the line from 
Los Angeles or from San Pedro to Salt Lake City, as a whole, was 
to be governed by that provision, and give their own interpretation 
to the word " local ? " 

Witness. My understanding of that contract is that it never was 
the intention. 

Commissioner Lane. But it would be within your power, you 
think, to give that construction ? 

Witness. I would not want to say that it would. 

Commissioner Lane. Proceed, Mr. Severance. 

Q. Well, are you able to give any reason for the insertion of that 
proviso with reference to regulation by national law, if this con- 
tract is applicable only to California state business? 

A. No, I am not able to. 

Q. By whom was that clause drawn, if you remember ? 
A. I do not remember. 
1065 Q. It was drawn by your counsel ; by some of the counsel 
in the case? 

A. It certainly was, yes, sir. 

Q. Either by Judge Kelly, Mr. Gibbon, or Judge Cornish, was it 
not? 

A. Yes ; I think these were the only gentlemen that had anything 
to do with the matter. 

Q. All eminent railroad lawyers, familiar with the use of the 
terms, and also eminent constitutional lawyers, familiar with the 
limitations of the- Federal Constitution. Those gentlemen drew 
that contract, and probably did not put in any words that properly 
did not mean anything — you didn't suppose they did at the time? 

A. No. 

Q. You looked upon that as the best expression of the agreement 
of the parties, didn't you ? 

A. I presume we took it so at that time. 

Commissioner Lane. Then, as I understand your testimony, that 
provision was not executed at the direction of yourself or your 
brother and his associates ; it came from the other side ? 

Witness. I did not say that. I do not remember. 

Commissioner Lane. Well, I misunderstood the answer that you 
made at the beginning of this examination by Mr. Severance upon 
this question. I thought you said evidently it did not come from 
our side. 

Witness. Did that refer 

Q. (Interrupting.) Well, I thought you so testified. If that is not 
correct, you are quite at liberty to change your answer. 

A. Well, I am willing to say that I do not think that a clause of 
that kind would come from our associates. 
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Q. From your associates? 
A. Yes, sir. 

1066 Q. But that it came from what you have been referring to 
all the time as "the other people?" 

A. From the other people. 

Q. Mr. Harriman and his friends — the Southern Pacific people ? 

A. I say I do not remember, but it is not likely that it originated 
with our people. 

Q. Now, at the time that this contract was approved in June, 
1903 — June 18, 1903, is the date there. At that time do you recall, 
sir, who the directors of your company were ? 

A. In 1903? 

Q. Yes. 

A. I can name some of them. I do not think I can name a;ll of 
them without the list. 

Q. Had there been a division of the directors at that time between 
the Harriman people, so-called and your people? 

A. There had not. 

Q. There had not? 

A. No, sir. 

Q. But this contract of July, 1902, had been in force for about a 
year, hadn't it? 

A. Had been in force for about a year. 

Q. And Mr. Harriman had not seen fit to demand the division of 
the directors? 

A. He had no right to under that. 

Q. I think there is a provision that I called your attention to, 
which stated that he did have a right. 

A. No such things were done, I think. 

Q. No, he was given the right to do it for the protection of his 
interests ? 

A. Yes, after the original contract was worked out and signed. 

Q. That is what I am speaking of. The original contract is dated 
July 9, 1902. This traffic agreement is a year later? 

A. Yes, sir. 

Q. Now, what I want to know, if you remember — of course, the 
books will be the best evidence — is whether Mr. Harriman up 

1067 to that time had taken advantage of his right to disturb, as 
he called it, the independent character of the San Pedro Com- 
pany or its organization by putting in half the board of directors ? 

A. There had been no change in the board of directors until some 
time after the subsequent contract was signed. 

Q. But you knew at that time, of course, that Mr. Harriman had 
the right at any time to make that change ? 

A. Yes, sir. 

Q. Your rights were all fixed and determined by this contract, 
made the year before, which was being carried out by the making of 
these new contracts between the companies ? 
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A. Mr. Harriman never exercised any rights under that contract 
that the subsequent contracts would give him. 

Q. That is, he never put in half the board? 

A. No, sir. 

Q. Now, at the same time that you made this contract, you entered 
into a contract which is marked " Exhibit 41, Alexander Millar " of 
this record, between the Oregon Short Line Railroad Company, the 
San Pedro, Los Angeles and Salt Lake Railroad Company, and the 
Union Pacific Railroad Company. You remember that, do you not ? 

A. I do. 

Q. Article 1, section 1, of this contract provided that, " the terms 
and conditions of this agreement shall exist and be binding upon 
each of the parties hereto for the term of ninety-nine years from the 
date of the execution thereof." You understood that at the time, 
didn't you, Mr. Clark? 

A. Yes, sir. 

Q. This contract, by article 1, recites the lines of road owned, op- 
erated, or controlled by your company, the San Pedro Company, and 
also the lines of road controlled by the Short Line. That has all 
been expressed, I think, in the preamble here. And then the 
1068 line of railroad of the Union Pacific is described as running 
from Ogden, Utah, to Council Bluffs, together with branch 
lines. 

Article 2, section 1, of this contract, reads as follows : " Said San 
Pedro Company hereby covenants and agrees to and with said Short 
Line Company that it will not hereafter, during the term of this 
agreement, extend its said main line of railroad, or any of its branch 
lines of railroad, nor construct or build any lines of railroad, or aid 
any other company or companies in the construction or building of 
any line of railroad, nor assist or advise in the building or construc- 
tion of any other railroad than the said lines of railroad in Article 
1 hereof described, northward from Salt Lake City, or which may 
run into the territory northward of the parallel of Salt Lake City, 
Utah." Who drew that clause? 

A. I do not remember. 

Q. Well, that is rather broader than the one in the original agree- 
ment. 

A. Practically the same meaning. It works both ways, don't it? 

Q. Yes. The next clause does. But you cannot even advise or 
assist at this time ; that was in the original agreement, and the orig- 
inal agreement seemed to relate to branch lines, and this prohibits 
you from extending your main line. So you knew when you agreed 
to that contract that you were prohibited from extending the main 
lines of the San Pedro Company beyond Salt Lake City, to the north? 

A. Yes, sir. 

Q. That was the end of that ? 

A. Yes, sir. 

Q. It had to be the end of it for ninety-nine years ? 
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A. Our original plan was to get to Salt Lake City. / 

Q. But your original plans were to be free to do as you pleased, 
after you got through, so far as the traffic, or additional 

1069 building or anything else was concerned ? 

A. Well, I cannot say about that. 

Q. Well, you say your original plan was to get to Salt Lake City ? 

A. Our original plan was to construct a line from Los Angeles to 
Salt Lake City. 

Q. Did your original plan contemplate that you should not be free 
to engage in traffic upon whatever terms you pleased, and with whom- 
soever you pleased, after you got through ? 

Mr. Kelly. I think that is entirely immaterial. 

Commissioner Lane. You may answer that, Mr. Clark. 

Witness. I do not laiow that that thing occurred to us at that 
time. 

Q. Didn't it occur to you at the time that you were going to be 
tied up with contracts that would prevent you from building into 
any other road's territory, when you projected the road? 

A. I do not know that that ever occurred to us. 

Q. And it never occurred to you until the trouble was made for 
you in getting through that Meadow Valley Wash, and then it 
seemed to you that you had to make an arrangement of some kind to 
avoid this litigation and trouble — isn't that true? 

A. I think that is about correct. If we hadn't, we probably would 
have been tied up in the canyon yet. 

Q. Yes; if my friends' legal ability lasted, and I have no doubt 
it would. Now that original memorandum, as you recall, provided 
that the interchange of traffic with the Short Line Company should 
be preferential, but not exclusive ? 

A. Not exclusive. 

Q. I will turn to that. And that provision also applied to the 
Union Pacific? 

A. Yes, sir. 

1070 Q. And you so understood that at the time ? 
A. Yes, sir. 

Q. You understood that in working business East of the Missouri 
River gateways, out of Salt Lake City, the terminus of your road, 
you were to work preferentially with the Union Pacific as against 
competitive lines? 

A. Yes, sir. 

Commissioner Lane. In order that you should get through that 
canyon, was the condition made that you should enter into that 
contract? 

Witness. I do not think so. 

Commissioner Lane. Why did you do it then? 

Witness. I can not say now why it was done, except in order to 
carry out the construction of this line we would have gotten into 
litigation there and that would have probably continued for years, 
and there would not have been any line built through that canyon. 



CliABK. 627 

Commissioner Lane. But terms were offered upon which you 
could get through? 

Witness. I think so. 

Commissioner Lane. And you got through by making that con- 
tract? 

Witness. Well, we built the line. 

Commissioner Lane. Well, that contract gives the terms upon which 
you could build the line, isn't that so? 

A. No; I don't think so. That contract provides that the San 
Pedro Company should take over certain tracks of the Oregon Short 
Line and other holding companies of theirs in Utah. The contract 
did not say any place, as I remember it, that by doing that, they 
would let us through the canyon. 

Commissioner Lane. No; the contract would not expressly 

1071 say so, but I understood you to say to Mr. Severance a few 
minutes ago that you probably would have been tied up there 

still if you had not entered into that arrangement. 

Witness. Yes. I do not think there would have been any road 
built through there unless this arrangement had been entered into 
between the conflicting interests there. One was in about as good 
position to fight as the other. 

Commissioner Lane. You think you could have held them up as 
long as they could have held you up ? 

Witness. Well, it was much easier for them, because they had a 
line from Salt Lake down to Caliente, and the controlling point was 
this side of Caliente; it was a narrow canyon, with a good many 
turns in it, and it was not practicable for two lines to build down 
there unless they were very friendly and had very close centers. They 
would have had to cross each other, if I remember correctly, about 
twenty-six times in a very few mUes, which would make it pretty 
dangerous. 

Commissioner Lane. They gave evidence of a sincere desire to 
build, did they? 

Witness. I think so. 

Commissioner Lane. They were coming this way, too? 

Witness. They made no effort to build until after we had started 
or decided to undertake this project so far as I know. 

Commissioner Lane. Did they hold out to you that they were 
going to build a road down into this territory ? 

Witness. They stated so. 

Commissioner Lane. They stated so ? 
Witness. Yes, sir. 

1072 Commissioner Lane. And it was upon the strength of that 
statement that you made this compromise agreement by which 

they kept out of the field, that you gave up one-half of the stock in 
the corporation ? 

Witness. I take it for granted that had its influence upon the final 
outcome of the matter. 
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Q. Didn't they say to you in the course of your negotiations, before 
this tentative agreement was entered into, in substance — I do not 
know in words, but in substance — that if you built your line through 
they would parallel it, and wasn't that argument made to induce you 
to enter into this agreement, by which you gave up half your stock ? 

A. I do not remember that. 

Q. Well, in substance, if not in words, didn't they hold out to you 
that they would build in here along side of you ? 

A. Their actions may have strengthened that they would do that, 

Mr. Kelly. I would like to help the Commissioner out on one 
point. Mr. Clark, at the time of the controversy down there through 
the canyon, the Short Line Road was claiming prior right to a 
located line, were they not? 

Witness. They were. 

Mr. Kelly. And they did have some ground to stand firm about 
that prior location ? Your location was subsequent in point of time 
to the one on which they were standing ? 

Witness. Yes, sir. 

Mr. Kelly. Now,, the Meadow Valley Wash is probably a hundred 
miles in length ? 

Witness. From beginning to end, in round numbers. 

Mr. Kelly. Some places there is a broad valley, and in a 

1073 few places the wash has narrowed down to a pass for a short 
distance ? 

Witness. That is correct. 

Mr. Kelly. I will ask you if it is not true that long before these 
negotiations on which this first contract of July 9, 1902, was made, 
the surveyors of the respective parties had gone through the canyon 
and laid down tentative locations, so that each road had a line practi- 
cable for construction through the entire canyon,, only that they were 
required to cross each other frequently ? 

Witness. That is correct. 

Mr. Kelly. That is what I want to get at. I wanted to clear up 
for the Commissioner the idea that it was a physical impossibility to 
get two lines through the canyon. 

Witness. Yes. If I remember, it meant that if their line was built 
and we came in, we would have to cross them twenty-six times in not. 
a great many miles. 

Mr. Kelly. And the difficulties that were to be met would be such 
difficulties as pertained to the construction and location of the two 
parallel lines crossing each other so frequently, as thdy^ did, and then 
the difficulties, the practical difficulties of operating a railroad 
through there with that many grade crossings. Those were the 
principal difficulties from the physical standpoint, were they not ? 

Witness. Those were the difficulties that were considered very 
carefully. 

Commissioner Lane. I understand that you both could get through 
without interfering with each other, excepting that you 

1074 would cross each other twenty-six times ? 
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Witness. Yes, sir, in every few miles. 

Commissioner Lane. It was a difficult thing, but a possible thing? 

Witness. It is possible, but it is not practicable. 

Mr. Kelly. I wanted to clear up the idea that I understand you 
have that it was a physical impossibility to get through there. 

Q. Then, Mr. Clark, as I understand you, in answer to Judge 
Kelly, you say that two roads could get through, but you say that 
they would have to cross each other J;wenty-six times in a few miles ; 
but I think you said in answer to my question, it would make it very 
difficult of operation? 

A. That is correct. 

Q. Mr. Clark, that being the case, weren't you to a considerable ex- 
tent influenced in making this compromise by the fact that you had 
been notified that a line parallel with or competing with yours would 
be built through to Los Angeles; was not that an element in the 
question, in addition to the difficulties of getting through this wash? 

A. I don't know they ever said that, but we judged it by their 
actions. 

Q. I asked you whether that fact did not operate on your mind in 
inducing you to enter into that agreement. 

Mr. Kelly. Now, with all due respect, I think that the influence 
that the man may have turned over in his own mind 

Mr. Severance (interrupting). Strike out the question. I think 
you are right. You say you don't think they said that to you ? 

Witness. Not to my knowledge. 

Q. Did they say anything of that kind to you ? 
1075 Mr. Kelly. That is objected to. 

Q. Or did any of the other people say anything ? 

A. I don't think so. 

Q. Did they ever say. to you that they were going to build through 
to Los Angeles? 

A. They did not. 

Q. Did they ever say that they were going to build through that 
canyon ? 

A. I think they said they had the first right there, and were going 
to hold it. 

Q. And going to build ? 

A. Going to build a through line. 

Q. And what was the use of that line through the canyon aside 
from being a part of the through route of this region down here ? 

A. It would not be any good unless it was extended through. 

Q. Just to lay down a railroad through that canyon would not 
do anybody any good, or furnish any business ? 

A. No, sir, unless it came on 

Q. (Interrupting.) Unless it came down here? 

A. Or into Nevada, parts of Nevada which have developed into a 
mining country. 

Q. They told you that they were in there and that they proposed 
to hold it and build a line through ? 
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A. No. 

Q. I thought that was what you said. 
A. I said through the canyon. 
Q. That is what I mean. 
A. Yes, sir. 

Q. And they knew, you say, it was a matter of common notoriety 
that you proposed to build a line through to Los Angeles ? 
A. Yes, sir. 

Q. You were building at the lower end at the time ? 
A. We were building on this end. 

1076 Commissioner Lane. What was the action you spoke of? 
You said that while they did not tell you, that their actions 

indicated that they intended to go on. 

Witness. You may put a different construction on that. That is, 
the fact that they said they were going to hold that canyon would 
be some indication that they were going some place else. 

Commissioner Lane. They said they were going to hold the can- ■ 
yon, and the indications were that they were going some place else? 

Witness. They claimed the first right; they evidently had rights 
there that we had to respect. 

Mr. Kelly. Didn't they buy the Utah and Pacific, a seventy-five 
mile line, and build forty-five miles down to Caliente as fast as they 
could do it? 

Witness. Yes, sir. 

Mr. Kellt. And provided a lot of material for further construc- 
tion? 

Witness. Yes, sir. 

Q. When did they start that construction that Judge Kelly has 
just spoken of? 

A. The Utah and Pacific, from Milford, Utah, was owned by 
A. W. McCune and his associates, and they bought that as soon as 
it was noised around that we expected to build a line from Los An- 
geles to Salt Lake City. 

Q. They bought that after it was noised around that you were go- 
ing to build a line? 

A. They had a portion constructed, and then they extended their 
line from Uvada to Caliente, about 42 miles in round numbers. 

Q. They didn't do that until it was noised around that you 

1077 were going to build a Salt Lake road? 

A. No, I think not. 

Mr. Kellt. Mr. Clark, will you permit me to correct you ? Isn't 
it true that they did that, that they bought the Utah and Pacific 
before the San Pedro road was incorporated? 

Witness. Yes, sir, that is correct, so far as the purchase of the 
Utah and Pacific is concerned. 

Q. I am speaking of the construction of this other line, the 40 
miles which Judge Kelly so proudly states was bought. Was that 
clone before it was noised around that you were going to build a 
Salt Lake road? 
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A. No, sir. That was constructed afterward. 

Commissioner Lane. What time was the Utah and Pacific bought 
by the Short Line? 

Mr. Kelly. I can give you the history of that very briefly. The 
old Oregon Short Line and Utah Northern Railway owned a line 
extending southwardly from Salt Lake through Milf ord and through 
to the Utah State line, and they claimed to own, and I believe did 
own, the grade from the Utah State line through to the Meadow Val- 
ley Wash, about forty odd miles. After the foreclosure of the old 
mortgage of the Oregon Short Line and Utah Northern Railway 
Company, the new company bought it in. The rails, however, were 
not down on that portion of the line south of Milf ord, and they made 
an arrangement by which the Utah and Pacific Company, a local 
Utah company, acquired the right to build a line and operate it 
from Milford to Uvada. In that arrangement they took an option 
from the Utah and Pacific people to take that property over at their 
pleasure 

Commissioner Lane (interrupting). What year was that? 

Mr. EJELLY. That was about — I may be mistaken about this; I am 

only relying upon my recollection, but my recollection is 

1078 that it was in the latter part of 1898 that the Utah and Pacific 

people built their little line and it is my recollection that it 

was in 1900 that the Short Line Company actually took it over. 

Commissioner Lane. In 1900? 

Mr. Kelly. Yes, sir. 

Commissioner Lane. What time was it? 

Mr. Kelly. Before any of this trouble came on. 

Commissioner Lane. What time was it that the first announcement 
was made of the possibility or probability of this road from Salt 
Lake City to Los Angeles being built? 

Witness. I think early in 1901. 

Commissioner Lane. Not until 1901 ? At that time the Utah and 
Pacific had been turned over to the Oregon Short Line ? 

Witness. Yes, sir. 

Commissioner Lane. That had been taken up ? 

Witness. That had been taken up with the Oregon Short Line. 

Q. But the 40 mile • extension which Judge Kelly spoke of had 
not been built ? 

A. It had not been built from Uvada to Caliente. 

Commissioner Lane. It began in March, 1901 ? 

Mr. Kelly. About that time. 

Commissioner Lane. The first contract was made in July,. 1901, 
wasn't it? 

Mr. Kelly. 1902. 

Mr. Severance. The first contract between Harriman and Clark 
was in 1902. 

Commissioner Lane. That is what I understand. That was July, 
1902? . ■ , 

Mr. Severance. Yes, sir. 
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Q. In addition to having these surveyors la-ying out this line 

1079 in the pass, did the Oregon Short Line have their surveyors 
surveying this way toward Los Angeles? 

A. They had for a time. 

Q. How is that? 

A. I understood so. 

Q. You knew that at the time? 

A. They ran a line going in across the Santa Fe, I think about 
Ludlow, and came in and connected with the Southern Pacific at 
some point beyond Banning. 

Q. And they ran a line there across the Santa Fe ? 

A. I think, to the best of my knowledge — I am sure they ran the 
line down to Ludlow; whether they ran it this side of it, I don't 
know. 

Q. From the other end to Ludlow ? 

A. Yes, sir. 

Q. How far from Los Angeles is Ludlow ? 

A. I think it is about 200 miles. 

Q. And the line that they had projected there through this wash 
extended on down to this place at Ludlow? 

A. Yes, sir. 

Q. That is the surveyed line? 

A. Yes, sir. 

Q. Was that one of the actions of the Oregon Short Line that 
made you think that they were contemplating building through — 
the fact that they surveyed a line down there? 

A. I presume that had some bearing on it. 

Q. How near to your projected line did that line run? 

A. Well, after leaving the Meadow Valley Wash, or after leaving 
Las Vegas, this side of Las Vegas, we separated ; we came in a north- 
west direction and they ran, I should think, pretty nearly west. 

Q. How far is Las Vegas — is that the place you spoke of? 

A. Yes, sir. 

Q. How far is that from this wash ? 

A. Las Vegas is about 125 miles west of Caliente. 

Q. And up to that point from Caliente the surveys ran side 

1080 by side, practically? 

A. No, the Meadow Valley Wash, more than half of it— what 
we call the Meadow Valley — is west of Caliente; between Caliente 
and Las Vegas. 

Q. I say clear down to Las Vegas they ran anywhere throup;h the 
wash, but outside of that they ran practically parallel to part of it? 

A. That was the information I had, that they ran that way. 

Q. And then there was a separation ? 

A. Yes, sir. 

Q. But were they both tending in this direction ? 

A. They were both tending in this direction. 

Commissioner Lane. Mr. Severance, I suppose you will not con- 
clude with this witness in the course of a few minutes? 
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Mr. Severance. No, sir. 

Commissioner Lane. Well, we will at this time take an adjourn- 
ment until two o'clock this afternoon. 

(At 12 noon the Commission adjourned until 2 p. m.) 

J. EOSS CLAEK 

recalled, and examination resumed : 

Mr.' Severance. If your Honor please: There is a matter that I 
neglected this morning, and I have just spoken to my friend, Mr. 
Dunne, about it. We had an arrangement the other day, when we 
adjourned in San Francisco, that we would make a stipulation in the 
record covering a certain matter. I will state it, and if I am not 
quite correct you will correct me, Mr. Dunne, if you please. It is 
agreed that the Southern Pacific Company and the Oregon Rail- 
road & Navigation Company make no through rates in con- 

1081 nection with lines or boats across the Pacific, with the excep- 
tion of the Portland & Asiatic Steamship Company, the 

Pacific Mail Steamship Company, the Toyo Kisen Kaisha, and the 
Occidental and Oriental Steamship Company, these being the lines 
that are mentioned in the testimony as being managed by Mr. 
Schwerin; that any other lines of boats bringing in traffic termina- 
ting at San Francisco, have to pay the San Francisco rate to the 
East, aside from the steamship rate across the Pacific. That is 
right, is it not? 

Mr. Dunne. Yes. 

Commissioner Lane. Does that apply to both outgoing and incom- 
ing business ? 

Mr. Severance. Yes, as I understand it, it applies to both. 

Mr. Dunne. That is our understanding. 

Commissioner Lane. They do not make through rates in connec- 
tion with any of the lines except those you have mentioned ? 

Mr. Severance. They do not make through rates in connection 
with any lines except those I have mentioned, no. 

Mr. J. C. Stubbs. The interchange between those steamships now 
since August 28th is covered by published through tariffs, and it is 
only with the steamship companies with whom we publish through 
tariffs that we interchange business upon an arrangement upon a 
division of through rates. 

Mr. Severance. And I have named the companies? 

Mr. Stubbs. And you have named the companies. 

Mr. Severance. Will you now read the last question that I asked 
Mr. Clark before lunch, Mr. Reporter? 

(The last question and answer repeated by the reporter.) 

1082 Q. Now, I find, Mr. Clark, another provision in this contract 
with the Union Pacific, and the Oregon Short Line, to which I 

would like to call your attention. It is contained in Section 2 of this 
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contract, "Exhibit 41, Alexander Millar." That section reads: 
" Now, therefore, it is mutually agreed and understood that all traffic 
which is either taken up or laid down on the lines of the San Pedro 
Company in Utah for transportation to or from any and all points 
which can be reached with reasonable expedition by way of the lines 
of said Short Line Company and said Union Company and their 
respective connections, shall be forwarded exclusively, insofar as that 
may lawfully be done, by way of and over the lines of said Short Line 
Company and said Union Company " — which is the Union Pacific, 
" In consideration whereof, said Short Line Company and said Union 
Company undertake and are bound hereby to solicit the transporta- 
tion of traffic to or from points in Utah reached by the roads of San 
Pedro Company exclusively in connection with said San Pedro Com- 
pany, against any and all said San Pedro Company's competitors," 
You remember that clause, do you? 

A. Yes, sir, I remember it very well. 

Q. Mr. Clark, that clause would cover, would it not, so far as traffic 
originating on your line is concerned, all traffic moving to the East, 
to the Missouri River and all points beyond it? 

A. I am not quite clear about that, Mr. Severance. 

Q. The Union Pacific runs to the river ? 

A. Runs to the river, yes. 

Q. And you agreed that all traffic that is taken up or laid down on 
your lines in Utah for transportation to or from any and all points 
which can be reached with reasonable expedition by way of 
1083 the lines of said Short Line Company and said Union Com- 
pany, and their respective connections, shall be forwarded ex- 
clusively, that is, so far as it may lawfully be done. 

A. Yes, sir. 

Q. That would cover all traffic moving to the East, would it not? 

A. Well, I should suppose 

Q. (Interrupting.) By the East, I mean to the Missouri River or 
points beyond. 

A. It does not say anything about points beyond. 

Q. It says over the lines of said Short Line Company and Union 
Company and their respective connections. 

A. And their respective connections ? 

Q. Yes, and their respective connections. 

A. Well, I would say yes. 

Q. So that you agreed, so far as you lawfully may, to send all 
traffic that originates on your lines in Utah,' to the East over the 
Union Pacific and Short Line, as against any competitor of those 
lines. 

A. Yes, sir. 

Q. And that would make it your duty, would it not, to send that 
traffic over the Short Line and Union Pacific as against the Denver 
and Rio Grande and its Eastern connections ? 

A. Not if the freight was routed over the Denver and Rio Grande; 
we would not have any right to divert it. 
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'' Q. That is because you think you might not lawfully do it? 

A. I presume that is what is intended to be conveyed. 

Q. But where the traffic is delivered to you for transportation, 

without specific directions that it be routed over the Eio Grande, if it 

is moving to any point in the East, traffic originating in Utah, 

1084 you intend to move it over the Union Pacific ? 

A. Out of respect to that contract, we have to route it over 
the Union Pacific. 

Q. And, on the other hand, they agree that they, in soliciting 
traffic, which terminates on your lines, that is, where the Union 
Pacific or Short Line Companies are soliciting traffic which- termi- 
nates on your line for transportation, they will turn over to you 
exclusively such traffic, instead of to your competitors? 

A. Yes, sir. 

Q. What competitors have you in Western Utah ? 

A. The Denver & Rio Grande is the only competitor. 

Q. In what part of the territory do they compete with you ? 

A. They compete as far south as Provo on their main line. 

Q. How far is that from Salt Lake City ? 

A. About 40 miles. And they also have a branch running down 
to Marysville or Marysvale, I am not sure which, down in the San 
Pete country. 

Q. How far is that from Provo ? 

A. I should say, offhanded, about 125 miles. 

Q. In which direction does that run ? 

A. Southwest. 

Q. Is that branch competitive with your line ? 

A. Yes, sir. 

Q. There is a lot of territory 

Mr. Kellt (interrupting). Just a moment, if you do not object, 
Mr. Severance. 

Mr. Severance. Certainly not. 

Mr. Kelly. Mr. Clark, there is another line that you have not 
mentioned, the line that runs to the Tintic district. 

Witness. Yes, sir, they are competitive with us in the Tintic 
district as well. I had forgotten that. 

Q. What lines have you with which they are not competitive, Mr. 
Clark? 

1085 A. Well, I should say our lines from MUford south would 
not be competitive. 

Q. How long is that ? 

A. From Milford to the Utah line is 75 miles. 

Commissioner Lane. Have you a map there showing this terri- 
tory? 

Mr. KjxjLTi. I haven't a map here, your Honor, but I will bring 
one in tomorrow and show it to your Honor. 

Q. I would like to find the territory that this covers. 

A. By wa'y of explanation, there is a range of mountains between 
the San Pedro line running south, the Salt Lake Line, and the 
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Denver & Kio Grande line,, a range in there that they haul goods 
over in either direction, and also drive sheep. 

Q. They what? 

A. They can haul goods over that range. 

Q. But do they, as a matter of fact, do that to any extent? 

A. To some extent, I believe. 

Q. How far apart are those lines ? 

A. Well, I can't tell. I should say, offhand, about 50 miles at 
Milford. 

Q. With a range of mountains in between ? 

A. Yes, sir. 

Q. What class of traffic is there that originates there ? 

A. There is a good deal of merchandise shipped down into that 
country, and there is some wool originates there and goes out, and 
cattle and sheep. 

Q. And to send out that wool or those cattle and sheep by your 
line, for instance, upon which the wool is produced, or the cattle 
are produced, in the other valley, it would be necessary to drive them 
over the mountain range ? 

A. Yes, sir. 

Q. Is that very often done, sir ? 
A. I can't say. 
1086 Q. Is there any line of the Rio Grande there that is nearer 
to your line than fifty miles, except the line down to Provo ? 

A. And the Tintic — excepting the Provo and Tintic, I should not 
think there is — after the diverging point ; they go over into the San 
Pete country, and they keep through down on the plains there, prob- 
ably the Escalante Plains. 

Q. Then the lines, as I take it- 

Commissioner Lane. Just wait a moment there, please. 

Q. (After a pause.) As I understand your statement, then, the 
lines that are substantially competitive with yours are the lines of 
Provo and what is called the Tintic line ? 

A. The Tintic district. 

Q. The Tintic district? 

A. The line to the Tintic mining district. 

Q. What lines have you that are not competitive with that line? 
You spoke about one of 75 miles in length. Are there any others ? 

A. There is a branch from Milford into 'Frisco that would not be 
competitive. 

Q. What kind of territory is that? 

A. The 'Frisco and Newhouse — it is a mining country there, and 
the line is about 24 miles long. 

Q. Has it a large or small traffic ? 

A. Comparatively small ; it is increasing. 

Q. Are there any other lines that are owned by your company that 
do not compete for business with the Rio Grande? 

A. No, sir, I think not. 

Q. Those are the only ones you think of? 
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A. Yes, sir. 

Mr. Kelly. We might save time — it is not exactly regular, 

1087 I know, but perhaps I can save time by asking a question here. 

Mr. Severance. Certainly. 

Mr. Kelly. Mr. Clark, is there not a line all the way down as far 
as Milford that is competitive with yours? In other words, is not 
your line all the way down as far as Milford competitive with the 
Kio Grande? 

Commissioner Lane. A little louder, please. Judge. 

Mr. Kelly. Is not the line south, say, from Lynn, all the way 
down as far as Milford, and as far as Provo, competitive with the 
Rio Grande on wool and live stock ? 

Witness. Yes, sir, I would say it is — as far as Milford anyway. 

Mr. Kelly. As far as Milford, anyway, for they can drive them to 
and fro either way. 

Witness. Yes, sif. 

Q. That is how far from the other line ? 

A. My impression is that it is about 50 miles. 

Q. That is, the line that you speak of in the other valley is about 
50 miles away ? 

A. Yes, about 50 miles away. 

Q. Now, calling your attention to section 4 of this contract, which 
is a repetition, practically, I believe of language in the agreement, 
" nothing in this agreement contained shall be construed as limiting 
the rights or privileges or the practices of the Union Company or of 
the said Short Line Company, and each of them, in respect to inter- 
change of traffic each with the other and each with the Southern 
Pacific Company, as fully as before this agreement was made." You 
understood that contract, did you? 
A. Yes, sir, I did. 

1088 Q. That provision, I should have said? 
A. Yes, sir. 

Q. So that you understood that as to shipments to Los Angeles, we 
will say, from the East, the Union Pacific was under no obligation, 
unless it saw fit to do so, to route traffic by your line, but they had the 
right to send it round by Sacramento ? 

A. I don't understand it in that way, Mr. Severance. 

Q. Just explain what that provision means. I will read it to you 
again. 

A. I understand it. 

Q. " Nothing in this agreement contained shall be construed as lim- 
iting the rights or privileges or the practices of the Union Company 
or of the said Short Line Company, and each of them, in respect to 
interchange of traffic each with the other " — that is, the Union and 
the Short Line — "and each with the Southern Pacific Company as 
fully as before this agreement was made." 

A. In the first place, the Union Pacific agreed with us to treat our 
line as a preferential line, that is, we so understood it, for Southern 
California business. 
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Q. That is what they say ? 

A. They had practically an arrangement for handling coast busi- 
ness that would not interfere with us in any way. 

Mr. Dunne. What did you say — handling what? 

Witness. Handling the San Francisco business, I mean. 

Mr. Dunne. Oh, the San Francisco business ? 

Witness. Yes, sir. 

Q. But Jiere is an explicit agreement, Mr. Clark, an explicit provi- 
sion in this agreement, that nothing in the agreement contained shall 
be construed as limiting the rights or privileges or the practices of 
the Union Company; or the Short Line Company,' or each of 

1089 them, in respect to interchange of traffic, each with the other 
and each with the Southern Pacific Company, as fully as 

before this agreement was made. Now, previous to the making of 
that agreement, did not traffic moving from the East over the Union 
Pacific move to Los Angeles by way of Sacramento? 

A. Yes, I understand so. 

Q. And did you not understand that by this contract you were giv- 
ing them the right to continue to move traffic in that way as fully as 
if this agreement had not been made? 

A. Not if our preferential agreement with them was any good. 

Q. But your preferential agreement, Mr. Clark, is subject to this 
provision. Section 4, is it not? 

A. Not on business to be delivered in Southern California. 

Q. Will you just take this agreement and show me anything that 
protects you against that? 

Mr. Dunne. If your Honor please, this is asking the witness to 
determine a question of law, to go into the interpretation of a written 
contract. 

Commissioner Lane. Mr. Severance wants to know just what it 
contains, as I understand him. 

Mr. Dunne. Mr. Clark has already testified to that. 

Commissioner Lane. I think it is a fair question to ask him, and 
let him look at it and see if there is anything in there to lead him to 
change his opinion. 

Witness. What section is that, Mr. Severaace? 

Mr. Severance. That is the section at the bottom of that page 
there. It is marked there, so that you can easily distinguish it. 

Witness (after examining the document). Well, if there is 

1090 any other construction to be put on it than what I have already 
given, I don't think I am capable of doing it. 

Mr. Kelly. Mr. Clark, may I suggest to you there : Was it not 
contemplated at the time that contract was made that the new line, 
when constructed, would furnish different conditions, upon which 
you expect preferential service from the Union Pacific road ? 

Witness. Yes, sir. 

Mr. Kelly. For Southern California business? 

Witness. That is correct. 
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Mr. E[ellt. Still,- consigned business going through by the Union 
Pacific and the Southern Pacific Company goes that route just as 
it did before? 

Witness. Yes, sir. 

Mr. KJELLT. Consigned business? It is in respect to unconsigned 
business that I asked you, so far as your road is concerned. 

Witness. Yes, sir. Nothing that I see prevents them from doing 
that. 

Mr. Severance. That is a very nice explanation that our friend 
Judge Kelly suggests to you, Mr. Clark, but let me call your atten- 
tion again to this thing. In the first place, you -have got a contract 
with them that they shall deal with you preferentially, but not ex- 
clusively as to the through business. Then you have your exclusive 
agreement as to the Utah business. Now, having given you those 
rights, the contract proceeds : " Nothing in this agreement con- 
tained "—very sweeping, you see—" shall be construed as limiting 
the rights or privileges or the practices of the Union Company, 

1091 or of the said Short Line Company, and each of them, in re- 
spect to interchange of traffic each with the other and each 

with the Southern Pacific Company, as fully as before this agree- 
ment was made." Now, what is there left of your preferential 
agreement, insofar as it affected the Southern Pacific business ? 

Mr. Kelly. If your Honor please, I don't think that question is 
proper. 

A. Well, as I said before, my understanding of the matter was 
that we were to be the preferential line, and I think we have been, 
for Southern California business. 

Q. That is to say, you would be the preferential line, you mean, if 
they chose to make you that, do you not, as against the Southern 
Pacific? 

A. Well, I never considered it that way ; I never put that construc- 
tion on it. 

Q. Don't you think, Mr. Clark, that when a contract says that 
nothing herein contained shall affect the relations between the South- 
ern Pacific. Company and the Union Pacific, that it means what it 
says ? 

Mr. Kjilly. If your Honor please, that may be asking for an argu- 
ment. 

Mr. Severance. I am trying to get at the understanding of the 
witness. 

Mr. Kelly. He has given his understanding, I submit. 

Mr. Dtjnne. He has given his understanding and given the prac- 
tice also, the preferential practice. 

Commissioner Lane. I think I understand the answer. Your state- 
ment, Mr. Clark, is that they did agree to give you privileges on 
Southern California business? 

1092 Witness. Yes, sir. 

Commissioner Lane. That is to say, a preference ? 
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Witness. Yes, sir. 

Commissioner Lane. And so far as they have given you that pref- 
erence ? 

Witness. So far as I know. 

Commissioner Lane. Mr. Severance's question leads to this: Is it 
your understanding of the contract that they cannot withdraw that 
preference at any time they desire, under that clause ? 

Witness. That has always been my understanding of it. 

Commissioner Lane. That they caniiot withdraw it, you mean? 

Witness. That they could not, yes. 

Commissioner Lane. That it is binding upon them ? 

Witness. Yes, sir, unless they want to violate their whole contract. 

Commissioner Lane. As to the Southern California business, you 
are to have it as against the Sacramento route ? 

Witness. That is my understanding of it. 

Q. Mr. Clark, who put that section in the contract that provides 
that the contract shall be ineffectual as far as relations with the 
Union Pacific and Southern Pacific are concerned ? 

A. I don't remember. 

Q. Was that called to your attention at the time you agreed to this 
contract ? 

A. I am under the impression that it was. I was pretty familiar 
with the contract at the time before it was signed. 

Q. Will you kindly state what the purpose of that clause is, if it 
is not what it says ? 

A. Beyond the explanation that I have given you, I don't 
1093 know that I am qualified to give any other explanation. ~ 

Q. I do not understand that as yet you have given any ex- 
planation of that clause, Mr. Clark. You gave an explanation of the 
preferential matter. 

A. From my standpoint, I have. 

Q. Will you be kind enough, if I did not catch it, to repeat it 
then, and state the purpose of putting that clause in the contract ? 

A. The preferential clause ? 

Q. No, sir. This clause. Section 4, to preserve the right to the 
traffic with the Southern Pacific, the right to route traffic as they 
liked with the Southern Pacific ? 

A. Well, as I have just said, I don't think I am capable of saying 
or explaining that matter. 

Q. So you don't know who put that in the contract, nor do you 
know the purpose of putting it in the contract, and you did not at 
the time. Is that right? 

Mr. Kelly. I object to that, because that is assuilaing what the 
witness has not said. 

Commissioner Lane. He may answer the question. 

A. I knew it was in the contract before that contract was signed. 

Q. Did you know why it was there ? 

A. No, sir, I don't know that I could say why. 

Q. Do you know who put it there? 
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A. No, sir, I don't know who suggested it. 
Q. Did you direct that it should be put in there ? 
A. No, sir, I did not. 

Q. Did your associates, so far as you know, ask to have that clause 
put in the contract ? 

Mr. Dunne. He has said he does hot know who put that 

1094 clause in the contract. 

Commissioner Lane. He can answer the question as asked. 

Mr. Severance. Don't be so disturbed, Mr. Dunne, abouf; a question 
of that sort. 

Mr. Dunne. You are repeating this question over and over again 
to this witness. 

Mr. Severance. Yes ; I am. 

Commissioner Lane. This is a beautiful place, and pleasant for us 
to remain in, Mr. Dunne. 

Mr. Dunne. It is a lovely climate, your Honor — go ahead, Mr. 
Clark. 

Q. Mr. Dunne having consented, you may now answer, Mr. Clark. 

A. As I have said, I don't remember who suggested that clause, 
but I am under the impression that it was none of our associates. 

Q. Yes ; that is what I thought. 

Mr. Kbllt. I think I recall what you said a while ago, and that 
will answer Mr. Severance's question and refresh his recollection. 
I believe you said there was a large amount 

Mr. Severance (interrupting). I would like to hear what you 
say. Judge. Don't be so confidential with the witness. 

Mr. Kelly. Pardon me. I can't talk as loud as I ordinarily do. 
Mr. Clark, you stated a little while ago that there was a considerable 
amount of interchange of business between the Union and the South- 
ern Companies and the Short Line Company, at Ogden, known as the 
Coast business or San Francisco business. 

Witness. Yes, sir; San Francisco business. 

Mr. ICellt. Was it not the purpose of that provision to provide 
that there should be no controversy but that San Francisco busi- 
ness, and all of the business, other than Southern California 

1095 business, should go along just as it had before, without refer- 
ence to this contract? 

Witness. That that contract should not be disturbed. 

Mr. Kellt. That is it, generally. 

Mr. Severance. Is that all. Judge? 

Mr. IfELLY. Yes ; he gave that answer a little while ago. 

Q. Then, as I understand, this suggestion of Judge Kelly, to which 
you assent, the purpose was not to interfere with the San Francisco 
business. Was it contemplated that the Salt Lake Eoad would run 
to San Francisco? 

A. Not at that time. 

Q. Therefore, can you give any reason why it was necessary to pro- 
tect San Francisco business against the competition of the Salt Lake, 
which ran 500 miles south of San Francisco ? 
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A. I don't know, unless they had in mind that we might haul it 
down here and ship it up by boat, or something of that kind. 

Q. You think that might have been it. Is that your best, Mr. 
Clark? Is that the only explanation you can make? 

A. I don't know any other explanation. We have no rails nearer 
than Los Angeles. That is possible to do that, Mr. Severance, of 
course. 

Q. Oh, yes ; it is possible, of course. It never has been done very 
much, has it? 

A. Not to my knowledge. 

Q. What is the distance between Ogden and San Francisco? 

A. About 800 miles. 

Q. What is the distance from Ogden to Los Angeles? 

A. 780 miles. 

Q. What is the distance from San Francisco to Los Angeles? 

A. About 480 miles. I may not be quite correct about the distance 
from Ogden to Frisco. I think it is a little over 800 miles. 

Commissioner Lane. Mr. Clark, do you think that that was 

1096 the purpose of putting that provision in the contract, to se- 
cure the San Francisco business to the Southern Pacific ? 

Witness. I don't see any other purpose that it could have been piit 
in there for, Mr. Lane. 

Commissioner Lane. Was that the purpose for which it was put 
in? 

Witness. Well, I can't say. 

Commissioner Lane. You don't know? 

Witness. I don't know and I can't say. That would be my idea 
about it. I don't see what it could have been put in for, if it was 
not for that purpose — don't see what other purpose it could have 
been put in for. 

Q. Section 6 of this contract reads as follows : " It is covenanted 
and agreed that said Short Line Company and its connections, the 
said Union Company, and each of them, shall have the right to 
name and make through rates between points, that is, in both 
directions, on or reached via their respective lines and points on 
the line of said San Pedro Company's road in Utah, for business 
which said Short Line Company or said Union Company might give 
to or receive from said San Pedro Company in competition with 
any and all other connections of said San Pedro Company. Pro- 
vided, however, that on demand, said Short Line Company and said 
Union Company shall join said San Pedro Company in any through 
rates necessary to meet the rates offered by any competing line for 
such business." You are familiar with that, are you, Mr. Clark? 

A. Yes, sir. 

Q. And you were familiar with it at that time ? 

A. Yes, sir. 

Q. And you knew that unless it was necessary to make a 

1097 change in those rates by reason of the competition from some 
outside line, the Union Pacific Company and the Short Line— 

they are all together, of course, the Short Line being owned by the 
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Union Pacific — should have a right to make all the rates, the through 
rates, both in and out of Utah, in connection with your road ? 

A. That is as I understand it. 

Q. And you knew that, in the first instance, in making these rates 
you would have nothing whatever to say, did you ? You understood 
that, did you ? 

A. Well, I expect we would have to be governed by what the con- 
tract provided. 

Q. You understood that at the time, did you, that you were giving 
away to them the right to make the rates in and out of Utah ? 

A. Yes, sir. 

Q. To points on your line? 

A. I understood that. 

Q. And that that was absolute to non-competitive points, and as 
to the competitive points a change to meet competition only. 

A. That is my understanding. 

Q. And you fully understood that at the time? 

A. Yes, sir. 

Commissioner Lane. How many miles have you in Utah, Mr. 
Clark. 

Witness. About five hundred and — well, something like 500 miles, 
I think, branches and all ; that is, from Salt Lake and 

Commissioner Lane (interrupting). What is your total mileage? 

Witness. Branches and all, something over a thousand miles. 

Commissioner Lane. So that as to one-half of that mileage, the 
Union Pacific can make the rates? 

Witness. According to this contract. 
1098 Commissioner Lane. According to that contract? 
Witness. Yes, sir. 

Commissioner Lane. That contract is still in force? 

Witness. That is still in force. 

Commissioner Lane. You are treating it as still in effect ? 

Witness. We are treating it as still in effect ; yes, sir — as far as I 
know. 

Commissioner Lane. How is that procedure carried out in_prac- 
tice as to the making of rates? Does your traflBc manager receive 
from the Union Pacific the rates that they wish to be enforced along 
the line in Utah? 

Witness. I don't think I am competent to answer that, Mr. Lane. 
That is a traffic matter. 

Commissioner Lane. You don't know how they are put forth, as a 
matter of fact? 

Witness. I could not say. 

Commissioner Lane. You do not know who makes the rate? 

Witness. No, sir ; I do not. 

Commissioner Lane. Do you know whether your own traffic man- 
ager makes the rate, or whether the Union Pacific traffic manager 
makes the rate? 



644 CLAKK. 

Witness. Well, I am under the impression that all the rates that 
have been made there have been made by our own people, our own 
traffic manager. But he wHl be able to tell you better than I as 
to that. 

Commissioner Lane. That is to say, he publishes those rates, where 
they are through rates, and have to be filed with the Interstate 

1099 Commerce Commission; they are filed by your traffic manager 
with the Interstate Commerce Commission, in that case, the 

case of through rates? 

Witness. Filed by our traffic manager, yes. 

Commissioner Lane. But you do not know whether he receives 
those rates from the Union Pacific or not? 

Witness. No, sir ; I do not. 

Commissioner Lane. Has there been any question arising, has any 
question arisen between your company and the Union Pacific as to 
any rates in Utah? 

Witness. Not to my knowledge. 

Commissioner Lane. That is all. 

Q. Mr. Clark, a question occurs to me in this connection. You say 
you don't know about this. What did you say your position is ? Are 
you second Vice-President? 

A. Second vice-president. 

Q. Who holds the office of First Vice-President? 

A. Mr. W. H. Bancroft, of Salt Lake City. 

Q. Aside from being First Vice-President of your line, what other 
business has Mr. Bancroft ? 

A. He is general manager of the Oregon Short Line. 

Q. And he is also general manager, is he not, of a portion of the 
Southern Pacific lines ? 

A. I believe so, extending as far as Sparks. 

Q. Extending east of Sparks, yes. Also of a portion of the Union 
Pacific, west of Green Eiver ? 

A. I understand so, yes ; west of Green Eiver. 

Q. And he is your First Vice-President ? 

A. Yes, sir. 

Q. And you are the second ? 

A. I am the Second Vice-Presidenjt. 

1100 Q. Mr. Bancroft lives in Salt Lake City? 
A. Yes, sir. 

Q. What are your functions, Mr. Clark? 

A. Oh, there are quite a good many of them. 

Q. To whom does your general manager report? 

A. He reports to a special committee. 

Q. Who is the committee ? 

A. Mr. Bancroft and myself. 

Q. Mr. Bancroft and yourself? 

A. Yes, sir. 

Q. You have frequent meetings? 

A. Not very, no. 
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Q. What does he make — duplicate reports to you ? 

A. Yes, sir. 

Q. How frequently? 

A. Oh, whenever occasion demands it. 

Q. At no stated times ? 

A. At no stated times. The general manager has charge of the 
operations, and if he wants to spend some money, he makes a requi- 
sition for it and puts it up to the special committee. 

Q. He puts it up to the executive committee, which consists of 
Mr. Bancroft and yourself ? 

A. Yes, sir — ^no, not to the executive committee, but to the special 
committee. 

Q. Have you also an executive comcmittee? 

A. Yes, sir. 

Q. Who compose the executive committee? 

A. My brother, W. A. Clark, Mr. R. C. Kerens, Mr. E. H. Harri- 
man, and Judge W. D. Cornish, of New York. 

Q. That is evenly divided, is it? 

A. Yes, sir. ^ 

Commissioner Lane. Who has charge of the traffic ? 

Witness. The traffic department reports to the general manager. 

Commissioner Lane. And who is the head of your traffic depart- 
ment ? 

Witness. At the present time, Mr. F. A. Warm. 
1101 Q. Mr. Wann was formerly with the Alton road, was he 
not? 

A. Yes, sir. 

Q. How recently has he taken charge of the traffic for you? 

A. The third of January his duties commenced with our company. 

Q. Who employed Mr. Wann? 

A. My brother. 

Q. Do you know at whose suggestion? 

A. Yes. I think there were several people after Mr. Gillett had 
resigned — ^there were several suggestions given to my brother with 
regard to Mr. Wann, one of them was from Mr. J. M. Hannaf ord, con- 
nected with the North Pacific, and another one was Mr. Ed Dick- 
inson, I think. 

Q. Connected with the Union Pacific? 

A. No, sir ; with the StiUman road — I don't remember the name of 
the road, but a road building from Kansas City south. 

Q. Were the executive committee consulted about the appointment 
of Mr. Wann? 

A. I think so. 

Q. Was the special committee consulted? 

A. No, sir. 

Q. Only the executive committee? 

A. Only the executive committee. 

Q. Who preceded Mr. Wann? 

A. Mr. GiUett; Mr. E. W. Gillett. 
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Q. Was there an interregnum between Mr. Gillett's incumbency 
and Mr. Wann's, or did Mr. Gillett hold until Mr. Wann took up the 
duties of the position? 

A. There was a short interim there of — I don't remember the time 
exactly, but probably thirty days, and maybe longer — perhaps longer. 

Q. Did Mr. Wells have charge of the traffic during that time ? 

A. Yes, sir — well, Mr. Gillett's subordinates carried it along during 
that time, in connection with the general manager. 

1102 Q. Then, as I understand your organization, Mr. Clark, the 
head of your traffic department reports to Mr. Wells, the gen- 

eral manager? 

A. That is correct. 

Q. And Mr. Wells, the general manager, reports to a committee 
consisting of Mr. Bancroft and yourself? 

A. Yes, sir. 

Q. What are the functions of the executive committee? 

A. Oh, if they want to expend a large amount of money, we submit 
that around in the regular way; I send that around to my brother, 
who is chairman of the executive committee, and I ask for the ap- 
proval or disapproval of the executive committee. All minor mat- 
ters do not go up to them; it is only where we want to spend large 
sums of money that the matter is referred to the executive committee. 

Q. You have the rather unusual situation of executive committees 
and special committees composed of an even number? 

A. Yes, sir. 

Q. Has there been any discord as to the policy of extension, or 
anything of that kind, between members of the committee at any 
time? 

A. None whatever that I know of. 

Q. And since this contract was entered into everything has been 
conducted harmoniously? 

A. It has, so far as I know. 

Q. All around? 

A. All around. 

Q. Without any dissent? 

A. Without any dissent, yes, sir. 

Q. To the best of your belief. Is that right? 

A. That is correct. 

Q. When did that form of organization begin? 

A. I should say about a year and a half ago. I won't be positive 
as to the dates. I think about that, or may be it is a little longer 
than that. 

Q. Did it begin immediately after the road was completed through? 
A. Yes, sir. I can't tell you the exact date. It was 

1103 in May, nineteen hundred and 

Q. (Interrupting.) Five? 
A. Five. 

Q. It was about the first of May, 1905, that you ran the first train, 
was it not? 
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A. Yes, on the first of May, 1905. 

Q. Prior to that time, the line had been under construction ? 

A. Under construction, yes. We had operated on the two ends. 

Q. On the two ends? 

A. Yes, sir. 

Q. And who had immediate charge of the operation of the eastern 
end of the road during that period ? 

A. During the construction period ? 

Q. Yes. 

A. Mr. Wells. 

Q. He lived then in Salt Lake ? 

A. He lived during that time in Salt Lake. 

Q. What road did he come from to your road ? 

A. He came from the Ash Fork, Prescott & Phoenix. 

Q. Down in Arizona? 

A. Down in Arizona. 

Q. And he took charge of the operation at the other end ? 

A. Yes, sir. 

Q. And who had charge of the operation of this end ? 

A. Just a moment. 

Q. Pardon me, I thought you had finished. 

A. After we had purchased the Los Angeles Terminal Company, 
Mr. Wells was here for a time. He was in Los Angeles untU the 
San Pedro Company took over the Short Line road in Utah, and 
then he was transferred up there and put in charge of that. 

Q. Who had charge of the business here, before you completed 
the line through? Who had charge of the management of this end 
of the line ? 

A. I did. 
1104 Q. You had charge of that yourself ? 

A. Yes, sir, I did. It was along towards — ^it was for the 
reason that we had a long gap between there and here and had no 
telegraph lines, and the superintendent here — it was an unusual or- 
ganization, the superintendent reported to me. 

Q. Now, Mr. Clark, after you had built this end of the line, that 
you had charge of — as I understand you, you first built to Riverside 
and then connected up there with the Santa Fe— the Southern Pacific 
and then the Santa Fe? 

A. Yes, sir. 

Q. And then built on the end from the Santa Fe. That is, you 
built on from some point on the Santa Fe ? 

A. Built from Daggett on to the East. 

Q. As fast as that line was constructed, I assume it was open for 
operation, was it not? 

A. Only to Riverside. 

Q. Only to Riverside ? 

A. We did not operate any lines beyond Riverside until the line 
was opened through. 

Q. AncJ when was the line to Riverside finished? 
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A. In 1903. I can't give you the date definitely, but I should say 
some time in 1903. 

Q. It was some time, at any rate, after the making of this contract 
of July, 1902? 

A. After that, yes. 

Q. Yes, sir ; when you opened your line to Eiverside, did you adopt 
the rates then in force on the Southern Pacific between here and 
Riverside ? 

A. I am under the impression that we did. 

Q. What is the largest traffic out of this region ? 

A. The largest one item ? 

Q. Yes, the largest single item. 

1105 A. Citrus fruits, I think. 

Q. Yes, sir. And citrus fruits move to Utah common points, 
Idaho, Montana, and other regions up there? 

A. Yes, sir. 

Q. Over your line? 

A. Yes, sir. 

Q. How does your rate on citrus fruit compare with the Southern 
Pacific route, by way of Sacramento — from here ? 

A. I don't know that I am qualified to answer that. 

Q. You do not know about that? 

A. I understand it is practically the same rate. 

Q. Is it not exactly the same ? 

A. Well, I presume it is. 

Q. And is not the rate from Los Angeles to Utah common points 
by way of Sacramento just the same as it has been for many years? 

A. It is not. 

Q. The rate o?i citrus fruits? 

A. Oh, the rate on citrus fruits ? 

Q. That is what I am talking about. 

A. I thought you meant other freights. As far as I know, it is. 

Q. And the fact that your road is 500 miles shorter to Ogden did 
not result in any diminution of the freight rate upon this traffic, 
which you say is the most important item out of Los Angeles? 

A. No, sir, it did not. 

Q. No. It remained the same? 

A. Yes, sir. 

Commissioner Lane. Do you use coal on your line in Utah ? 
. Witness. We use coal on our engines from Salt Lake City, and 
even up to Las Vegas. Now, however, we are dropping back to 
Calientes. 

Commissioner Lane. Where do you get your coal ? 

Witness. Get it off the Denver & Rio Grande, from the Utah Fuel 
Company. 

Commissioner Lane. From the Utah Fuel Company. 

1106 Witness. Yes, sir. 

Commissioner Lane. Do you have any coal along your line! 
Witness. We have none on the line. 
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Commisioner Lane. You have none on your line? 

Witness. No, sir. We have to depend upon other roads to de- 
liver our coal to us. The coal is delivered at Provo. 

Commissioner Lane. And you get your oil from California? 

WrrNESS. From California, yes. 

Commissioner Lane. How far eastward do you operate with oU? 

Witness. From Los Angeles to Calientes, about 460 miles, I 
should say. 

Commissioner Lane. And that oil comes from where? 

Witness. The oil that we are using here in Southern California 
is delivered to us here from the local fields and the oil that we use 
beyond Daggett comes from Bakersfield — is delivered to us at Dag- 
gett by the Santa Fe Company. 

Commissioner Lane. Delivered to you by the Santa Fe Company ? 

Witness. Yes, sir, at Daggett. 

Commissioner Lane. That is all. 

Q. When you first opened your line, Mr. Clark, what did you do 
for equipment? 

A. We had provided equipment, a reasonable amount of equip- 
ment, for the opening of the line. 

Q. Do you remember how many freight cars you had? 

A. We ordered at one time 750 — from the time we had purchased 
this local line here? 

Q. Yes. 

A. We have been buying some equipment right along. I don't 

know. I could not give you the detailed number of freight 

1107 cars. But prior to the time we opened the through line we 

had placed an order and had delivered, if I remember aright, 

750 box cars, 750 coal cars, about 200 stock cars, and 50 odd new 

engines. 

Q. How many? 

A. About 50, I think, 50 odd. 

Q. What arrangement, if any, did you have with the Short Line 
or the Union Pacific, or the Southern Pacific, as to equipment ? 

A. None, to my knowledge. 

Q. None whatever? 

A. None whatever, no, sir. 

Q. Have you ever had any? 

A. No, sir. 

Q. Had no arrangement whatever with them? 

A. Except that if we got short we would try to hire something 
from somebody, and we do try to hire from anybody that we can 
get it from. We have at different times hired engines from the Short 
Line. 

Q. You have at different times — ^you say you have done what ? 

A. We have hired engines from the Short Line, and they have 
hired engines from us. 

Q. Have you more engines than you need for your business at 
present? 
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A. We have not. 

Q. Are not some of your engines loaned to the Short Line at the 
present time? 

A. Not to my knowledge. 

Q. Haven't they six of your engines now in use? 

A. Not to my knowledge. 

Q. You don't know anything about it? 

A. No, sir. 

Q. If that has been done, it has not been done with your approval? 

A. That is done through the general manager. 

Q. What arrangement have you made for refrigerator cars? 

A. We made a contract with the Armour Company. 

Q. How many cars did that include? 

A. A maximum of 3,000, 1 believe. 
1108 Q. 3,000 cars? 
A. Yes, sir. 

Q. When did you make that contract ? 

A. Some time prior to the opening of the line. I don't remember 
the exact date. 

Q. How long did it run ? 

A. It is still in existence. 

Q. Is it subject to be terminated at any time, or does it run for a 
specific period? 

A. I think it runs for a specific period, which, if I remember cor- 
rectly, is three years. 

Q. Three years? 

A. Yes, sir. 

Q. And that will carry it over to 1908 ? 

A. Over to 1908, yes, sir. 

Q. Have you a copy of that contract in your office here? You 
have it, I suppose ? 

A. I can get a copy of it, if it is necessary. 

Q. If you will be kind enough to let us have that to-morrow morn- 
ing, Mr. Clark, if you please. 

A. I will do so, yes, sir. 

Q. And that contract — ^have you been familiar with these Armour 
car line contracts ? 

A. I was familiar with that contract at the time it was prepared. 
I don't think I have seen it since. 

Q. Was that contract practically the same as the one the Southern 
Pacific had, except as to the number of cars ? 

A. I can't say about that. 

Q. You did not see the Southern Pacific's contract? 

A. No, sir, I have never seen those. 

Q. Wlio made the negotiations with the Armour Company for the 
contract on behalf of your road ? 

A. Well, it was taken up by — I don't remember who took it up 
first; I think my brother had something to do with it, and I had 
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something to do with it — talked here with their local repre- 

1109 sentative, Mr. Graham ; and I think Mr. Wells had something 
to do with it. 

Q. Who is Mr. Graham? 

A. Mr. Graham is the representative of the Armour Company in 
Southern California. 

Q. Oh, he is the representative of the car lines out here ? 

A. The car lines, yes! 

Q. And you had to do with him in reference to this contract? 

A. Yes, sir. 

Q. Did this contract become effective immediately after the 

A. (Interrupting.) Immediately on the opening of the line. 

Q. Immediately upon the opening of the line? 

A. Yes, sir. 

Q. And is still in force and is being carried out? 

A. Still in force and being observed. 

Q. Are you using the full amount of equipment provided for by 
your contract ? 

A. I don't think so, but I would not say positively. 

Q. In shipments of fruit to the East in the Armour cars, what 
lines do they ordinarily move over, where your line is the initial 
line? ' 

A. From Salt Lake? 

Q. Yes. 

A. They go over both the D. & E. G. and Union Pacific. 

Q. Which line takes the most ? 

A. I can't say at present which. Last year, I believe, the D. & 
E. G. took the most. 

Q. And to what point did the shipments go? 

A. What point East? 

Q. To what points did they go last year? 

A. I can't tell you. 

Q. You say you think the D. & E. G. took the most. 

A. Yes, sir, that we turned over more fruit to them than we did 
to the Union Pacific. • 

Q. And you don't know to what points that fruit was des- 
tined? 

1110 A. No, sir ; I do not. 

Commissioner Lane. You h^ve an understanding with the 
Southern Pacific that it does not take any fruit around by way of 
Sacramento over the Southern Pacific Company's lines ; that is, fruit 
from Southern California? 

Witness. No, sir. 

Commissioner Lane. You have no understanding whatever? 

Witness. No, sir. 

Commissioner Lane. Do they, as a matter of fact, take much fruit 
from Southern California that way ? 

Witness. I am unable to answer that. 
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Commissioner Lane. Is there an understanding or an agreement 
between yourself and the Southern Pacific by which this territory 
is in any way divided as to the handling of fruit ? 

Witness. No, sir ; absolutely none. 

Commissioner Lane. Absolutely none? 

Witness. No, sir. 

Commissioner Lane. How many, oranges did you carry last year? 

Witness. I can't say oifhand. Their shipments were rather light 
along after the orange season commenced, and we were getting a 
good many shipments ; and then we had a bad washout, and we were 
hung up and out of business for three weeks at one time, aiid the 
fruit then, of course, was diverted in other directions. 

Commissioner Lane. In competition with whom did you get those 
oranges ? 

Witness. With the Southern Pacific and the Santa Fe. 

Commissioner Lane. With the Southern Pacific and the Santa Fe? 
Witness. Yes, sir. 
ml Commissioner Lane. You make no difference in the rate be- 
tween the Southern Pacific, the Santa Fe, and your own line, 
to Missouri River points, do you ? 

Witness. As I understand it, the rate is the same. 

Commissioner Lane. Why do you not put in a lower rate from 
here to Salt Lake than the rate is from here by way of Sacramento 
and the Southern Pacific ? 

Witness. On citrus fruits? 

Commissioner Lane. Yes. 

Witness. Well, we believe that the rates on citrus fruits at the 
time they expect to be moved are low enough — that a very large 
percentage of the cars that citrus fruits are shipped in return empty, 
in our case a very large percentage. I don't know what the other 
companies have found in that direction, but that is the case with us. 
We feel that the rate is low enough. The service is, as I understand, 
what the shippers want. 

Commissioner Lane. Don't you think you can give a better service 
because of the shortness of the distance ? 

Witness. Yes, sir. Ordinarily we can, if conditions are good and 
normal. 

Commissioner Lane. Are you not enabled to give a lower rate be- 
cause of the shortness of the distance ? 

Witness. Well, I don'l^-put it on a question of hauling per mile, 
I suppose we could, but the rates are not based upon that, as I under- 
stand it, Mr. Lane. 

Commissioner Lane. Is there not any other factor, aside from the 
mileage, that prevents you from making that lower rate? 

Witness. Not to my knowledge. 

1112 Commissioner Lane. If you get a company in which 50 per 

cent of it is owned by the Union Pacific, and that line in turn 

owns the line running out to Sacramento and on down to Los Angeles, 

is it possible for you to make a lower rate by way of Salt Lake City? 
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Witness. I can answer that by saying that we have ; when the line 
was opened we reduced the rates between Los Angeles and Utah com- 
mon points, and vice versa, quite materially. 

Commissioner Lane. But nothing on through business? 

Witness. No reduction on through business ; no. 

Q. Then you did not reduce the rates on the great commodity of 
citrus fruits ? 

A. No, sir, we did not. 

Q. It is not possible for you to reduce a rate, is it, without the con- 
sent of the people owning the other half of your stock ? 

Mr. Kelly. I object to that question. 

Mr. Severance. Is it possible, Mr. Clark ? 

Mr. Kelly. I object to that question. 

Commissioner Lane. That is essentially the question which I my- 
self asked a minute ago. 

Mr. Kelly. It is the manner of the statement that I object to. 

Mr. Severance. The manner of the question? 

Mr. Kelly. The manner of the statement. 

Mr. Severance. What is it? I will correct it, if you will tell me 
how you want it put. Or, you put it for me. 

Mr. Kelly. Is it not true, Mr. Clark, that you can and do reduce 
the rates upon your line, in so far as you can control them, without 
the consent of any of your competitors ? 

Witness. We have done that right along, from time to time. 

1113 Mr. Kelly. In respect to all business east of '- 

Witness. It would apply to Colorado points. 

Mr. Kelly. Can you or do you raise rates, directing your attention 
to Colorado points? 

Witness. Yes, sir ; we have done that. 

Mr. Kelly. I am asking you for your practice. 

Witness. Yes, sir. 

Mr. Kelly. Now, Mr. Clark, one question — ^with your permission, 
Mr. Severance. 

Mr. Severance. Oh, go ahead, yes. Judge ; that is all right. 

Mr. I^ELLY. It has been said that the distance to Salt Lake is less 
via your line than via the Sacramento line. To what points is the 
great mass of the citrus fruits consigned, Missouri Eiver and east, 
or Utah common points ? 

Witness. Missouri River and east. 

Mr. Kelly. What other line is there that takes citrus fruits to that 
market, Colorado common points, Missouri Eiver common points, and 
east of that ? 

Witness. Other than the Southern Pacific ? 

Mr. Kelly. Yes, other than the Southern Pacific. 

Witness. The Santa Fe. 

Mr. Kelly. Now, taking the Union Pacific and the Santa Fe, or 
the Union Pacific and your line from here to Missouri River and to 
Chicago and points east, what is the difference in distance as com- 
pared with the Santa Fe? 
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Witness. I think really about 40 miles ; along there. 

Mr. Kelly. Taking your line, the D. & E. G. to Missouri Kiver 
points and to Colorado common points, and to Missouri Eiver points, 
and to Chicago and the East, which is the shorter line as compared 
with the Santa Fe? 

1114 Witness. Why, the Santa Fe is the shortest. 

Mr. KIellt. And your line via the line just suggested, by the 
D. & E. G., is something like 150 miles longer'than the Santa Fe? 

Witness. Longer, yes. 

Mr. Kelly. Than the Santa Fe? 

Witness. Than the Santa Fe ; yes, sir. 

Mr. Kelly. You have lines for the carriage of citrus fruits through 
Salt Lake, via the D. & E. G. and the Union Pacific? 

Witness. We have. 

Mr. Kelly. That is all. 

Mr. Severance. Is that all. Judge? 

Mr. Kelly. Yes, that is all, I say. 

Q. Now, to revert to my question that I was asking you at the time 
Judge Kelly commenced to examine you. If you have on your 
Board, Mr. Bancroft, and he is the general manager of the Short 
Line and also of a certain portion of the Southern Pacific and the 
Union Pacific, and yourself, and you two gentlemen constitute the 
special committee to whom the general manager reports, will you 
explain how it is possible, without the consent of your coadjutor, 
Mr. Bancroft, for your subordinates, who report to you, to reduce 
rates ? 

A. That is very possible. 

Q. That is quite possible. 

A. Neither Mr. Bancroft nor myself knows very much about what 
is done in rates, unless it be something very special. 

Q. Oh, I see. 

A. The traffic department work this out and report to the general 
manager. 

Q. So that what you mean, then, is that this can be done without 
your knowledge? 

A. Yes, sir. 

1115 Q. And without the knowledge of Mr. Bancroft? 
A. Yes, sir. 

Commissioner Lane. Who would know about it? 

Witness. The traffic department and general manager. 

Commissioner Lane. That is, your traffic department is headed by 
Mr. Wells. 

Witness. By Mr. Wann. 

Commissioner Lane. I should say Mr. Wann. 

Witness. Yes, sir. 

Commissioner Lane. And Mr. Wells is your general manager? 

Witness. Yes, sir. 

Commissioner Lane. Would your executive committee know any- 
thing about it? 

Witness. No, sir. 
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Commissioner Lane. Then this matter of the making of rates 
would be turned over to the employees there? 

Witness. "Worked out by the traific department, in connection 
with the general manager. , 

Q. Then, I understand that, so far as the matter of producing 
revenue for the maintenance of your line is concerned, or the matter 
of the transportation of commodities, neither the executive committee 
nor the special committee have anything to do with it ? 

A. Know very much about it; no. 

Q. So that if Mr. Wells sees fit to cut the rate to any extent, sub- 
stantially, he can do it and you don't know anything about it? 

A. He could do it; yes. 

Q. What is the advantage of having Mr. Wells report to you, Mr. 
Clark, if you don't know anything about what he is doing ? 

Mr. Kellt. Now, Mr. Severance 

Mr. Seveeance (continuing). About rates, I will say. 

1116 Mr. Dunne. That is a very proper amendment. 

A. If Mr. Wells reported everything that he had to do or 
did do, to the special committee, it would keep him very busy. If 
he wants to spend any more, or make any improvements, he asks 
permission from the special committee. 

Q. Then, as I understand this organization of the Salt Lake Eoad, 
it is this: That when it comes to the spending of any money, Mr. 
Wells is to report to you ? 

A. Yes, sir. 

Q. But when it comes to putting into effect rates from which you 
get your revenue, he does as he pleases ?• 

A. Practically so. If he doesn't get results 

Q. (Interrupting.) So that none of his superiors have anything to 
say about how much the road shall earn, but only about how much 
shall be spent? 

A. Well, we know in time whether we are getting results, or not. 

Q. And that is all? 

A. If not, we think there is something wrong. 

Commissioner Lane. Do you know whether Mr. Stubbs really 
makes the rates through Mr. Wells or not? 

Witness. He has nothing to do with it. 

Commissioner Lane. You don't know, do you? 

Witness. I. do. 

Commissioner Lane. How do you know that ? 

Witness. He has nothing whatever to do with the rates of the Salt 
Lake road. 

Commissioner Lane. But how do you know that ? 

Mr. Dunne. Speak a little louder, Mr. Clark. 

Witness. Ask the question again, please ? 

Commissioner Lane. How do you know, Mr. Clark, that 

1117 Mr. Stubbs does not suggest to Mr. Wells what the rates shall 
be ? Those matters are not reported to you, you know nothing 
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about the traffic arrangements, or how the rates are made, or when 
they are made? So how do you know that Mr. Stubbs, the general 
traffic director of the Southern Pacific system, does not suggest to 
Mr. Wells just what rates shall be made, and make them to suit him- 
self? 

Witness. Well, I think if that is the case, I should know it. 

Commissioner Lane. How would you find out? Would Mr. 
Stubbs tell you? 

Witness. Mr. Stubbs has nothing whatever to do with our organ- 
ization. 

Commissioner Lane. He has something to do with the Union Pa- 
cific or Southern Pacific organization? 

Witness. I understand so, yes, but Mr. Wells would take no in- 
structions whatever from Mr. Stubbs. 

Commissioner Lane. How long since you have ceased connections 
with Mr. Stubbs ? You entered into these negotiations preliminary 
to the contract with Mr. Stubbs. 

Witness. But he was representing one interest and we were repre- 
senting another. 

Commissioner Lane. And those interests each have fifty per cent, 
in your railroad to-day ? 

Witness. Yes, sir. 

Commissioner Lane. Why should you spurn interference on the 
part of Mr. Stubbs now — or, rather, why should you spurn as inter- 
ference any such action on the part of Mr. Stubbs now? 
1118 Witness. It was agreed that we would have an organiza- 
tion of our own, that was to carry on this corporation. 

Commissioner Lane. You do not know anything, as a matter of 
fact, as to how the rates are made on that road, do you ? 

Witness. Not in detail, no; except what comes to my knowledge 
from time to time, when I have occasion to look them lip. Mr. 
Gillett, while he was there, if he wanted to make a rate on apples 
from Colorado common points to Los Angeles, would not ask my 
permission as a matter of course. 

Commisisoner Lane. Whose permission would he ask? 

Witness. The general manager's. 

Commissioner Lane. And the general manager reports to you 
and to Mr. Bancroft ? 

Witness. He reports to us, yes; but I don't know that he would 
report any rate that we were to put in. He might some of them, 
if there was anything extraordinary, or a special rate, or something 
of that kind. 

Mr. Kellt. Mr. Clark, did Mr. Wells, in his handling of rate 
matters, so far as he does handle them, conceal anything from you? 
Does he do so ? 

Witness. Oh, no ; absolutely nothing ; we talk about it. 

Mr. Kelly. You consult frequently in respect to the business of 
the whole company with him ? 

Witness. Every day almost. 
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Mr. Kelly. And from time to time, are rate subjects pending 
between you and Mr. Wells? 
Witness. They have been discussed ; yes, sir. 
Mr. Kelly. You keep in general touch with him in respect to the 
rate situation generally? 

1119 Witness. On the rates and the entire business. 

Mr. KJELLY. As I understand you, Mr. Wells has certain 
authority by which he can do things in respect to the making of 
rates higher or lower, or handling a rate subject. 

Witness. He is in charge of the property. 

Mr. Kelly. But you do not think that Mr. Wells may arbitrarily 
change conditions so that the revenues of the company would be 
arbitrarily reduced without a conference? 

Witness. Oh, no; no, I don't want th,e gentlemen to get that im- 
pression. 

Mr. Kelly. In other words, while Mr. Wells is in charge of the 
subject, he is in charge of the details of it — ^that is what you refer 
to, is it not? The general principles and general propositions he 
consults with you about, and of course he would be governed by the 
directions of the special committee? 

Witness. Yes, sir. I see Mr. Wells every day, and sometimes 
two or three times a day, to discuss matters with him. 

Mr. Severance. Judge Kelly has suggested to you the functions 
of Mr. Wells and his powers. Let me ask you if Mr. Wells has any 
power to override the traffic agreement between the Union Pacific 
and the Salt Lake Company, as to the rates which your contract 
says shall be made by Mr. Stubbs or under his directions ? 

Mr. Kelly. I beg pardon. That assumes something that I think 
is not in evidence. 

Mr. Sevekance. Yes, it is in evidence. 

Mr. Dunne. I submit, your Honor, that that is a totally unfair 
question and a captious question. 

Mr. Severance. Just change it, Mr. Dunne. 

1120 Commissioner Lane. You can divide it into two questions, 
Mr. Severance. 

Mr. Severance. Mr. Dunne, see if this is satisfactory. 

Mr, Dunne. You satisfy the Commissioner, Mr. Severance. He 
has the last word. 

Mr. Severance. How is that? 

Mr. Dunne. Satisfy the Commissioner. He has the last word. 

Commissioner Lane. Proceed and ask your question. 

Q. Mr. Clark, you stated in answer to Judge Kelly quite fully, I 
believe, by " yes " or " no," as to the functions of Mr. Wells as far 
as rate making is concerned. 

A. Yes, sir. 

Q; Does his authority include the right to make any rates in con- 
travention of those traffic contracts to which I have called your atten- 
tion? 
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A. It is not the intention of our company to violate any agreement 
that we have ever made. 

Q. No. Then, assuming for the sake of the question, that Mr. 
Stubbs is in charge of the traffic of the Union Pacific, and that cer- 
tain rates are to be made, as stated in the contracts by the Union 
Pacific. Mr. Wells would have no authority to change those rates 
upon your lines, would he? 

A. Not without the consent of the parties at interest in the contract. 

Q. Not without the consent of the Union Pacific traffic people- 
would he? 

A. That is, rates that affect the other lines? 

Q. Yes, those through rates. 

A. Through rates? 

Q. Yes. 

A. Yes, sir, they would have to be a party to it. 
' Commissioner Lane. That is true as to local rates also, is it 
not? 

1121 Mr. Severance. I was going to ask that question. That is, 
as to traffic competitive with the Southern Pacific, local traffic, 

Mr. Wells' authority would not go to the extent of making a rate 
that was not assented to by the Southern Pacific, would it? 

Mr. Kellt. I object to that. That is construction. Let the con- 
tract speak for itself. 

Mr. Severance. Judge Kelly has had the witness state, or rather 
has stated and had Mr. Clark assent, to the various definitions of 
Mr. Wells' authority. 

Mr. I&ELLT. Oh, no ; there is nothing from which that can be de- 
duced. 

Commissioner Lane. As I understand it, Mr. Severance is trying 
to get the construction that Mr. Clark has placed upon this contract, 
and the operating construction of the contract, and he wants to 
know now whether Mr. Wells gives any construction to this contract 
which conflicts with the theory and the explanation of the contract 
as given by Mr. Clark. 

Mr. Kellt. I am perfectly willing that any specific fact may be 
inquired into. But neither Mr. Clark nor any other person has the 
right to change the terms of that contract by construction. Let them 
ask what has been done. Those things which have been done by the 
parties constitute a construction of the contract. But it is a pretty 
difficult proposition to put a witness on the stand and say " Construe 
this agreement for me." That is a difficult proposition. 

Commissioner Lane. It is a difficult proposition for the witness to 
say whether Mr. Wells is authorized to put in any rates which, 

1122 under the contract, or under this theory of the contract, which 
Mr. Severance advanced, Mr. Stubbs might have the power 

to put in ? 

Mr. Kellt. Yes, that is wrong, and if you will permit me, it is 
irrelevant and immaterial, and I can show why. If the witness is 
asked if Mr. Wells, under his authority, may put in a rate in viola- 
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tion of this contract, he may say " yes " or " no," as the fact may be. 
But when it comes to stating a construction or theory of that contract 
which he advances, different from the contract itself, and then ask 
the witness whether Mr. "Wells may or may not put that in, is an 
entirely different thing. A question as to what the contract is, how 
the contract can be construed, can be answered by what the parties 
actually do in respect to it, or by what one of the parties does under 
it. But it is not fair to the witness to state to him a hypothetical case 
and then ask him as to whether or not this or that may be done. That 
is probing far beyond the conduct of business or the right of the wit- 
ness himself to answer for. He has no authority to speak for his prin- 
cipals to that extent. 

Mr. Severance. You are getting far afield, Judge. You mistook 
my question. 

Mr. Kj;llt. If I understood you correct, this all merely goes to the 
proposition that I don't want this witness to pass upon a hypothetical 
matter of that kind. 

Mr. Severance. This is not a hypothetical matter or question. 

Commissioner Lane. I understand he is asking directly as to the 
question upon which he answered this morning and said that certain 
local rates under their agreement were to be put in by the Union 
Pacific. Is that right, Mr. Severance? 

Mr. Severance. That is right, your Honor. 
1123 Mr. Kelly. There is no testijnony in the record, and I cer- 
tainly did not understand the witness to say, that the Union 
Pacific had any right whatever to name any local rate on his road in 
Utah or anywhere else. 

Mr. Severance. The Southern Pacific? 

Commissioner Lane. The Southern Pacific, yes. 

Mr. Kelly. The Southern Pacific — ^this contract calls for the 
Union Pacific to make certain rates on business to and from Utah 
points, and in that respect there is no difference in this contract from 
the ordinary and general practice of every railroad in the United 
States. The initial line, the line having the original haul, or rather 
the line having the long haul makes the rate on 

Mr. Severance (interrupting). Judge, right in that connection, 
excuse me if I interrupt you. It is the rule that the initial line has 
the right to make the rate and that is the universal rule — ^that the 
initial line has the right to make it. Let me call your attention to 
this language. 

Mr. Kelly. I know the language of the contract. 

Mr. Severance. Let us see if you do. I don't believe you do, or 
you would not say that. Because this gives the Union Pacific the 
right to make the rates both ways, whether it is the initial line, or 
whether the San Pedro line is the initial line. Do you know that it 
says that? 

Mr. Kelly. I know what it reads. When you get a controversy 
between the Southern Pacific and the Union Pacific in respect to what 
that means, and to the making of those rates, then I will answer. 
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Commissioner Lane. That contest is not very likely, is it, 

1124 between the Southern Pacific and the Union Pacific ? 

Mr. Kellt. Well, I don't know anything about that. We 
have had no sharper conflicts than those between the Union Pacific 
and the Southern Pacific right now. 

Commissioner Lane. I would like to get an interpretation of it 
without waiting for any such a controversy. 

Mr. Kelly. Those contests and controversies are constantly 
occurring. 

Mr. Severance. Let me read this again, because I have no doubt 
that my friend, Judge Kelly, who is exceedingly ingenious, will have 
some explanation to make. He accounts for this clause in the con— 
tract by the suggestion that the initial line has the right to make 
rates. It reads : " It is covenanted and agreed that said Short Line 
Company and its connections, the said Union Company, and each of 
them, shall have the right to name and make their through rates 
between points, that is, in both directions, on or reached via their 
respective lines and points on the line of said San Pedro Company's 
road in Utah for business which said Short Line Company, or said 
Union Company, might give to or receive from said San Pedro 
Company in competition with any and all other connections of said 
San Pedro Company." So it is not simply rates as to traflBlc where 
the Union Pacific is the initial line, but it is rates both ways, whether 
the traffic originates on the San Pedro line or on the Union Pacific. 

Q. Has Mr. Wells been given authority to make the rates either 

going to or coming from Utah points on your line, and thence over 

the Union Pacific or Short Line, or has he assumed to do it 

1125 in any case ? 

A. I can't say that he has or has not. 

Q. Has Mr. Wells, in any case, assumed to make any rates differ- 
ent than the rates in force on the Southern Pacific on local business? 

A. In southern California? 

Q. Local — yes, put it wherever you please. 

A. Not to my knowledge. 

Q. Not to your knowledge? 

A. No, sir. However, there may have been changes, I don't know. 

Q. You say that last year your shipments were light? 

A. Very light. 

Q. Very light? 

A. Yes, sir. 

Q. This year your orange shipments have been heavier, have they 
not? 

A. Somewhat heavier, yes. We haven't moved, as I understand, 
a great many oranges — I don't know how many. 

Q. How were your vegetable shipments last year? 

A. They were very light. 

Q. They are heavier this year, are they -not? 

A. They are better. 

Q. They are considerably heavier, are they not? 
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A. A good deal heavier. 

Q. Did I understand you to say, in answer to the Commissioner, 
that fruits and vegetables are stiU moving from Southern California 
by way of Sacramento ? 

A. No, sir, I said I did not know. 

Q. Oh, you said you did not know about that? 

A. Yes, sir. 

Q. In answer to a question put to you by the Commissioner a few 
minutes ago, after you had replied to me that the rates on citrus 
fruits to Utah common points have not been lessened, you said you 
regarded the rates as fair, and that the shippers desired good service 
rather than low rates ? 

A. I did. 

Q. With reference to the route by Sacramento traffic moving 

1126 over the line by way of Sacramento goes over a line 500 miles 
longer than yours to Salt Lake, does it not? That is true, is 

it not? 

A. Something over 400 miles — just about that — ^between 400 
and 500. 

Q. How do the grades between here and Ogden by the Sacramento 
route compare with the grades over your road ? 

A. I will say they are heavier. 

Q. Very much heavier, are they not ? 

A. Considerably heavier, yes. 

Q. That is, via Sacramento is considerably heavier in grades? 

A. Yes, sir. 

Q. Is it or is it not more expensive to transport traffic over a road 
with heavy grades ? 

A. It certainly is. 

Q. So that the cost of transportation over your line from here to 
Salt Lake is, both by reason of the shorter line and the better grades, 
much less expensive, is it not, than over the Sacramento route ? 

A. Yes, sir, I should say so. 

Q. How are weather conditions over your road as compared with 
the Sacramento route as a rule? 

A. Oh, at this time of year, I should think they are a good deal 
better than over the Sacramento route. 

Q. Now, if this traffic that you are moving, that you are moving 
this year to a large extent 

Mr. Kelly (interrupting). If your Honor please, and I ask for 
information, under what possible theory of examination is it neces- 
sary or desirable to go into such details as the comparison, for ex- 
ample, of expense of service between the Southern Pacific and the 
San Pedro, or the Short Line, or the particular movements of the 
vegetable traffic? 

1127 Mr. Seveeance. May I answer the question? 

Mr. Kelly. I would just like to know if there is any ; I want 
to know. 
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Mr. Severance. I will state it, very gladly. The vegetable ship- 
ment upon which I was just about to interrogate him, he said had 
increased largely this year. I think the witness will state, and if he 
does not other witnesses will, that that was largely through the solici- 
tation and efforts of our old friend Mr. Munroe, who was here from 
Omaha. Now, the Union Pacific owns the Oregon Short Line. The 
Oregon Short Line owns one-half the Salt Lake road. The Oregon 
Short Line owns slightly less than half of the Southern Pacific, ac- 
cording to the records. The route from here to Chicago by the Ore- 
gon Short Line — I mean by the Salt Lake route and the Union Pacific 
and the Short Line, is about 2,300 miles in round figures. The dis- 
tance by the Southern Pacific El Paso route is 2,400 miles. The 
distance by Sacramento is about 2,800 or 2,900 miles. The profit to 
the Union Pacific, which is in control of all of these lines, and espe- 
cially the Salt Lake and Union Pacific and Oregon Short Line — I 
mean aside from the general counsel of the Salt Lake Koad — otherwise 
in control — the profit of the Union Pacific on a shipment to Chicago, 
say, would be made up of the whole of the 1,000 miles haul east of 
Ogden, and a one-half interest in the haul from here to Ogden. If 
moved by El Paso, the interest of the Union Pacific is less than a 700- 
mile haul, while a foreign line, the Rock Island gets the rest of the 
haul on that line. To transport stuff around by Sacramento is much 
more expensive, and no greater revenue results to the Union 
1128 Pacific. I want to find out that exact situation, and foUow 
that up by showing the efforts made by the Union Pacific' 
under present conditions for its own ultimate profit, why they handle 
the business, so as to force this vegetable business, if possible, over 
the Salt Lake road. In a nutshell, that is what I want to show, and 
why I want to show it. 

Mr. Kellt. In other words, the Union Pacific is soliciting business 
for the San Pedro as against the Southern Pacific. Is that it? 

Mr. Severance. It is, for the reason I have given. 

Mr. Kellt. I don't care what the reason is. The fact is what we 
want. 

Mr. Severance. Yes. 

Mr. Kelly. Suppose it does. What of it? What difference does 
that make ? 

Commissioner Lane. It might make some difference to the minor- 
ity stockholders of the Southern Pacific. 

Mr. Kellt. I suppose they are not interested in this matter. 

Commissioner Lane. Well, I don't know about that. Proceed with 
the question. 

Q. Do you know Mr. John A. Munroe? 

A. I do. 

Q. How long ago did you last see him ? 

A. About two months ago. 

Q. Whereabouts? 

A. In Los Angeles. 
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Q. He is the freight traflSc director, or rather general traffic man- 
ager — freight traffic manager. 
A. He is the freight traffic manager of the Union Pacific. 
Q. Freight traffic manager of the Union Pacific? 
A. Yes, sir. 

Q. What was his mission here in Los Angeles ? 

1129 A. Well, I don't know in particular. In a general way he 
was looking up freight here in the interest of his line, to go 

over the Salt Lake road also. 

Q. To go over the Salt Lake road also? 

A. Yes, sir. 

Q. And he was calling on the large shippers here, was he not, to 
induce them to make shipments over that route, the route made up of 
your line and the Union Pacific ? 

A. I understand he called on some of them, but I don't know per- 
sonally. 

Q. And as the result of that, a considerable amoimt of traffic went 
that way, did it not ? 

A. Well, I can't say that it did or did not. Perhaps it did. 

Q. There is at least a coincidence between the fact that your traffic 
has increased and Mr. Munroe's visit here ? That is true, is it not ? 

A. That is true. 

Q. Upon what line of road does that traffic originate? Take the 
celery traffic, for instance. 

A. The celery traffic originates on the Southern Pacific. 

Q. How do you get it ? 

A. They deliver it to us in Los Angeles. 

Q. The Southern Pacific deliver to you in Los Angeles? 

A. Yes,- sir. 

Q. Can you give an estimate, sir, of the amount of that business 
that is moved over your line, business originating on the Southern 
Pacific that is moved over your line and the Southern Pacific since 
Mr. Munroe's visit here ? 

A. I cannot. 

Q. Mr. Wells could probably give us those figures. 

A. Yes, sir ; the traffic department or Mr. Wells can give you 

1130 those figures. 

Q. Where does the fruit moving on your road originate ? 

A. Some of it originates on our own line, and some on the South- 
ern Pacific, and some on the Santa Fe. 

Q. Where does the largest percentage of it originate ? 

A. The Southern Pacific and the Santa Fe tracks reach a very 
much larger percentage — I will say reach a very large percentage 
of the citrus fruits in Southern California. The percentage reached 
by our own line is much smaller. 

Q. I understand. How many packing houses are there on your 
line exclusively? 

A. I should say about twelve. 
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Q. How many packing houses are there altogether on the three 
lines in Southern California ? 

A. I can't tell you that. 

Q. Can you give me an idea of the percentage of the total repre- 
sented by those twelve on your line? 

A. Oh, I don't suppose we have over — perhaps not five per cent 
of it? 

Q. Five per cent of it? 

A. Less than that. 

Q. Less than that? 

A. Yes, sir. 

Q. How do you get the citrus fruit shipments from those other 
lines ? 

A. We solicit for it. 

Q. Where is that fruit delivered to you? 

A. At different connections. We have a connection at Colton. 

Q. Colton, you say? 

A. Yes, I think most of the fruit is turned over at — I am not sure 
of all the delivery points, however. 

Q. Yes, I understand. From which do you get the bulk of your 
fruit shipments, the Santa Fe or the Southern Pacific. I mean now, 
Mr. Clark, outside of those that originate on your own tracks. 
1131 A. I can't answer that. 

Q. I would have to get that from the traffic department. 

A. Yes, sir. 

Q. What percentage of the fruit cars that go out from Los Angeles 
and vicinity are hauled back here empty? Could you testify as to 
that, or shall I get that from the traffic department? 

A. I would rather you would get that from the traffic department. 

Q. You said that last year you thought the larger part of your 
fruit shipments went east over the Rio Grande. How is that this 
year? 

A. I can't say how it is this year. 

Q. The traffic people would know about that? 

A. They would know about that. 

Q. But last year your fruit shipments were very small, anyway, 
were they not? 

A. They were very small compared with the total amount of fruit 
that went out from Southern California. 

Q. Do you know the amount in number of cars? 

A. No, sir ; I do not. 

Q. Do you happen to know, Mr. Clark, about the division of the 
through rate, how you figure out the percentages on your line and 
the Union Pacific? 

A. Only in a general way. I am not capable of giving you that 
exactly. 

Q. You would prefer that I get that from your traffic department? 

A. I prefer that you get that from the traffic department. 
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Q. Outside of the Armour cars which you use in fruit shipments, 
you have testified that you have box cars, coal cars, and flat cars, I 
believe, of your own ? 

A. Flat cars, stock cars — flats, flat cars — ^box cars, coal cars, stock 
cars and flat cars. 

1132 Q. Mr. Clark, it has already appeared in the testimony in 
this case that the Southern Pacific, the Union Pacific, and the 

Oregon Short Line, as well as the Oregon Railway & Navigation 
Company, have an arrangement with each other, a special arrange- 
ment, for the interchange of equipment, that is, cars ? 

A. Yes, sir. 

Q. Does that embrace your line? 

A. I think so — ^the general manager can tell you more about that, 
but I think we interchange cars with the Short Line at Salt Lake 
and also the Rio Grande. That is, if a car is loaded from the East, 
say for Los Angeles, it goes through without transfer. 

Q. That is not what I mean. It appears that there is an arrange- 
ment existing between the Oregon Railway & Navigation Company, 
the Oregon Short Line, the Union Pacific, and the Southern Pacific, 
by which the cars belonging to these respective companies are treated 
as at home on any of the lines? 

A. That does not apply to us. 

Q. That is what I wanted to know. I thought it did not, but I 
wanted to find out. 

A. No, sir, it does not. 

Q. That does not apply to your line? 

A. It does not. We have hired — I will show you the reason why 
that should have been thought of. Last year we exchanged with the 
Short Line, probably 200 cars. We borrowed 200 of their ballast 
cars, and loaned them an equal number of other cars, that is, coal 
cars, and so on, to take their place. 

Q. How did you account to each other, and how do you do so? 
Do you pay a certain per diem, or how do you do it? 

A. I don't know whether it was on a per diem or an exchange. 

Q. Would Mr. Wells know about that? 
A. Yes, sir, I think he would. 

1133 Mr. Kelly. It was during the time of your reconstruction 
work when you had to have ballast cars, and you loaned them 

as many as you took ballast cars, to take the place of those ballast 
cars. 

Witness. Yes, sir. 

Q. I want to find out whether this clearing house arrangement 
belonged to your company as well. 

A. It does not belong to our line. 

Q. I understood it did not, but I wanted to be sure about it. Have 
you any steamship connections at San Pedro, Mr. Clark ? 

A. We have not. 

Q. There is no line of steamers here that connects 

A. (Interrupting.) Except the coastwise steamers, I should say. 
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Q. Except the coast steamers. There is no line of steamers plying 
between San Pedro and the Orient? 

A. No regular line of steamers. We had an Oriental ship ii) 
there several months ago, but that is, I think, the only one that has 
been here — the only one to my knowledge, or as far as I have had 
anything to do with it. 
Q. That would be a tramp ship ? 
A. That would be a tramp ship ; yes, sir. 

Q. You have no line established as a connection with yours, or 
otherwise ? 
A. We have not. 

Q. Does your line participate in any trans-Pacific traffic at all? 
A. Not to my knowledge. 
Q. That all moves by San Francisco? 
A. That all moves by San Francisco. 

Q. When you first started trains over your road, how were your 
fruit trains run as to speed compared with what they are now ? 
1134 A. They were not very good at that time. Our road was 
probably open for business before it was a proper time, and 
our water stations were not all completed and we had a lot of work 
trains on the line riprapping, ballasting, taking out light rails and 
putting in heavy, and had that condition existing for many months 
after we opened the line for through business. 

Q. That is, it is your recollection, Mr. Clark, that you made slower 
time in through shipments at that time than you do now ? 
A. I think so. That is my impression. 
Q. Are you familiar with the traffic ? 

A. I was at that time when we were opening the road to through 
traffic — in a general way, yes. 

Q. Is it not the fact, Mr. Clark (let me refresh your recollection 
there), that for a short time you ran trains through to Chicago in 
connection with the Union Pacific or the Rio Grande, one or the 
other, in five and a half or six days, fruit shipments? 
A. That was not on the opening of the line. 
Q. How long after that was it ? 

A. The line opened in May, and that was, if I remember correctly, 
the following January, a year ago this last January. 
Q, How long did you keep that up ? 
A. I don't know ; not very many trips, I think. 
Q. Why did you abandon it ? 

A. We were not in condition to make that kind of time. 
Q. You made it, did you not ? 

A. Oh, we made it, yes, but it was expensive and dangerous. 
Q. How is that? 

A. It was expensive and dangerous. We had a good deal of re- 
building to do up in Utah at that time and we had a lot 
1135 of light rails that we have taken out since, sixty-pound rails, 
and a little 52-pound rails, I think, which have been taken out 
since. 
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Q. Have you finished that rebuilding ? 

A. Not entirely. 

Q. Practically? 

A. No, I can't say practically. 

Q. Have you made any effort to re-establish that time in fruit 
shipments ? 

A. No, sir — that is, not to my knowledge. 

Q. Who directed the discontinuance of that fast service ? 

A. The general manager, I think. 

Q. Was that one of the matters in which he consulted the special 
committee, or did he do that on his own motion ? 

A. I think he did that on his own account, 

Q. Do you recollect whether that was done pursuant to any sug- 
gestions made by any one else ? 

A. No, sir, I do not. 

Q. You don't know about that ? 

A. I don't know about that. 

Q. Mr. Wells would know ? 

A. He will know, yes. 

Q. What is your time now through to Chicago on fruit shipments ? 
Do you know ? 

A. No, sir, I can't tell you. 

Q. What is the present capital stock of your road ? 

A. $25,000,000. 

Q. That stock is evenly divided, is it not, between the Oregon Short 
Line Kailroad Company on the one hand, and yourself and associates, 
that is, the old Terminal Company on the other ? 

A. Well, I don't know definitely about the Short Line; the stock, 
I think, was divided equally between W. A. Clark and E. H. Harri- 
man, and deposited with the Farmers Loan & Trust Company. 

Q. Yes, they deposited it, but it has already appeared in the 
testimony that Mr. Harriman, so far as he was concerned, 
1136 held half of that stock for the Oregon Short Line. Did you 
not know that? 

A. No, sir, not at that time. 

Q. But you know it now, do you not ? 

A. No, sir, except as I have seen it in the report of the Short Line — 
that they put it in among their assets. 

Q. And that stock which appears there as deposited by William 
A. Clark is stock owned by William A. Clark, yourself and all the 
other gentlemen that you have referred to as " our people " — I think 
that is the term. 

A. Yes, sir, that one-half belongs to my brother and his associates, 
which would include some of our St. Louis friends, myself, and some 
others. 

Q. And the other half to the Harriman people ? 

A. To the Harriman people, yes. 
71535— VOL 2—09 11 
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J. EOSS CLARK 
recalled : 

Cross-examination by Mr. Kelly : 

Q. Mr. Clark, in your examination yesterday, you spoke about the 
Salt Lake road having put in force from Los Angeles to Utah com- 
mon points certain rates. Can you state what those rates were before 
the opening of the Salt Lake line, and what rates the Salt Lake line 
put into Utah common points, and whether they have been main- 
tained from that time forward, or changed ? 

A. I can furnish a sheet showing the rates that were in force be- 
fore the opening of the Salt Lake road and the present rates. 

Q. The difference between the rates which prevailed from Los 

Angeles to Utah common points prior to the opening of the Salt 

Lake road and the rates you first put in in reaching that 

1137 point, are something like 61 or 62 cents a hundred on first 

class, and the classes below graded accdrdingly. 

A. About 60 cents, yes, sir. 

Q. About 60 cents? 

A. Yes, sir. 

Q. These rates applied to Los Angeles and to Southern California, 
did they? 

A. They did. 

Q. Then later has a reduction in like rates again been made by 
the Salt Lake road ? 

A. Yes, sir, to be effective, as I was informed by the traffic depart- 
ment, and according to the sheet, on March 2nd. 

Q. And how much of a reduction is that, statjng the difference be- 
tween the first class again ? 

A. This sheet will give it. 

Q. About 18 cents a hundred, is it ? 

A. About 18 cents a hundred, yes, sir. 

Mr. Kelly. I will just offer this sheet, which shows the rates as 
they were originally, and as they have been changed since. 

Witness. And as they are to-day. 

Mr. Kelly. And as they are to-day, or will be when the new tariff 
filed with the Commission becomes operative. 

The paper here referred to (being Exhibit No. 2 to J. Ross Clark's 
Los Angeles testimony) was marked Defendant San Pedro, Los An- 
geles Railroad Co. and W. A. Clark's Exhibit 1. Said exhibit is as 
follows : 
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1138 San Pedro, Los Angeles & Salt Lake Railroad Co. and 
W. A. Clark's Exhibit 1. (Clark.) 

Form 3082. 5m-ll-05-B. 

SAN PEDRO, LOS ANGELES AND SALT LAKE RAILROAD. 

Traffic department. 

. Class rates hetween Los Angeles and Utah common points. 







Classes. 




1. 


2. 


3. 


4. 


5. 


A. 


B. 


C. 


D. 


E. 


Previous to M.iy Ist, 1905. 


Bastbouna.. 


232J 


198J 


170 


144J 


116 


Ill 


100 


914 


804 


714 




Westbound . 


247J 


2094 


173* 


146J 


12U 


1124 


99 


89 


814 


714 


May l8t,1905, to March 2, 


Eastbound.. 


I72i 


150 


127J 


107 


884 


81 


70 


64 


53 


464 


1907. 


Westbound . 


187i 


161 


131 


109 


94 


824 


69 


614 


54 


464 


Eflective March 2, 1907.. 


Eastbound.. 


15* 


131 


115 


96 


in 


794 


62 


56 


38 


31i 




Westbound . 


187i 


161 


131 


109 


94 


824 


69 


614 


54 


464 



W. F. L., Feb. 6, 1907. 
T. M. S., Feb. 6, 1907. 

1139 Mr. Kelly. That is all, Mr. Clark. 

Mr. Severance. I would like to ask Mr. Clark just one or 
two questions in connection with, these reductions. 
Commissioner Lane. Proceed. 

By Mr. Severance : 

Q. Mr. Clark, these are reductions on class rates, are they not? 

A. And commodity rates. 

Q. Where do you see any commodity rates noted there? I see 
only " Class rates " mentioned. 

A. The first five of them — yes, they are all class rates. 

Q. They are all class rates? 

A. Yes, sir, you are right. 

Q. And the traffic moving on class rates is not a large traffic, is it, 
the traffic moving from here to Salt Lake common points and Utah 
common points? 

A. I should say it is, outside of first class. There is not a great 
deal of that, but beyond that, I should say there is a good deal of 
traffic. 

Q. Can you give an idea of the percentage of your total earn- 
ings that is produced from the class shipments ?, 

A. I cannot, no, sir. 

Q. Is it not a fact that your commodity rates, covering things 
like citrus fruits, and things like that, contain the bulk of your 
revenue, the revenue of your road? 

A. I should say it is larger than the class rate. 

Q. Are these class rates that you put in force when your line was 
opened, May 1, 1905, the same rates that prevailed by the Southern 
Pacific from San Francisco to Utah common points? 
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A. I understand so, yes, sir. 

Q. They are just the same, are they ? 

A. I understand they are just the same, yes, sir. 

Q. The citrus fruit rate, however, was not cut down, was it? 

A. It was not disturbed. 

Q. Not disturbed. When did you decide upon this new schedule 
of rates which is to become effective the 2nd of March ? 

A. Not a great while ago. 

Q. About when? 

A. Well, within 30 days, I should say. 
1140 Q. Within a week? 

A. No, sir. The new rate has been published and is effective 
March 2nd. 

Q,. That is to be 30 days? 

A. That is to be 30 days. 

Q. How long before the 2nd of February, or rather the 3d of 
February, did you decide upon that reduction ? 

A. I can't answer that question. The General Traffic Manager 
has charge of that. 

Q. Did the Southern Pacific at the same time make a similar re- 
duction from San Francisco? 

A. I understand they have some time ago made a similar reduc- 
tion. 

Q. Oh, they have? You are following in their wake. 

A. They put in a new rate and reduced the rates first. 

Q. And you are following in their footsteps? 

A. We have to, if we expect to get any of that business. 

Q. How long ago did they put in that new rate ? 

A. I can't tell you when it was effective; some little time ago, as 
I understand. 

Q. Do they have in the same class rate that you have, by way of 
Sacramento to Utah common points from Los Angeles ? 

A. As I understand — what is your question ? 

Q. Do the Southern Pacific maintain the same class rates that 
you do from Los Angeles to Utah common points by way of Sacra- 
mento ? 

A. I understand not. 

Q. No, they do not. They have not reduced their rates, have 
they, from Los Angeles to Utah common points since you put in 
the schedule of May 1st, 1905, unless they have done it very recently? 

A. I am afraid they have on some commodities ; not on the classes. 

Q. I mean on the classes? 

A. I understand not, on the classes. 
1141 Q. So that the Southern Pacific has seen fit to retire from 
the Utah business, so far as class business is concerned ? 

A. Physical conditions practically compel them to do so. 

Q. Some conditions compel them to, anyway ? 
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A. Yes, sir. 

Q. So the Southern Pacific are not competitors of the Salt Lake 
road for Utah common points traffic from Los Angeles? 

A. I should say they are. 

Q. How are they, if their rates are higher than yours and their 
line 500 miles longer? 

A. I don't know that they get any business. 

Q. That is, you mean that their rails are still there ? 

A. Yes, sir. 

Q. But if their line is 500 miles longer, and their rates are higher, 
they are not very energetic competitors, are they? 

A. They are not likely to get much of it, and it is not expected 
that they would. 

Q. So that the situation is that the Harriman lines have decided 
to let the Salt Lake, of which they own half the stock, do the busi- 
ness from Los Angeles to Utah common points ? 

A. No imderstanding, no. 

Q. And not interfere with it by sending anything around by Sac- 
ramento? 

A. No understanding. 

Q. Well, but from their actions ; you said yesterday certain things 
were to be inferred from their actions. Is that another case of the 
same kind? 

A. That won't apply to this. 

Q. Oh, all right. That is all. 

Mr. Kelly. Something was said a short time ago about short- 
ness of motive power, Mr. Clark. Have any steps ever been 
1142 taken by the management of the Salt Lake road to remedy 
that ? I will just ask you to state briefly what you have done 
by way of getting new motive power, and the delivery thereof. 

Witness. We have a contract with the Baldwin Locomotive Works 
for 32 new engines. Five of them are on the way now, and have been 
shipped within a week or ten days, and seven more of them will be 
shipped early this month some time, and the balance will come on 
later. 

Mr. Severance. Is it your intention to reinstate that six-day citrus- 
fruit service, when this new power comes ? 

Witness. No, Mr. Severance. 

Mr. Kbllt. Why not? 

Witness. Because it is too expensive. 

Mr. Kelly. Before Mr. Clark leaves the stand, I desire to offer a 
sheet showing the members of the Board of Directors of the San 
Pedro line on July 1, 1903, in accordance with a request that has 
been made of Mr. Clark. That will be Clark's Exhibit No. 3. 

The paper above referred to was marked Complainant's Exhibit 
79 (Clark) (being Clark's Exhibit No. 3, Los Angeles testimony). 
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the same was offered in evidence in this case by Mr. Severance, and 
is as follows ; 

Complainant's Exhibit 79. (Clark.) 

Members of Board of Directors San Pedro Co., July 1, 1903 : W. A. 
Clark, J. Ross Clark, E. C. Kerens, Thomas Kearns, T. E. Gibbon, 
Eeed Smoot, W. S. McCormick, E. W. Clark, R. W. Smith, F. K. 
Rule, E. O. Leech, T. F. Miller. 

1143 Mr. Severance. I next offer, pursuant to stipulation, the 

testimony given by T. E. Gibbon, a witness before the Inter- 
state Commerce Commission, who testified on the 8th day of Febru- 
ary, 1907, at the city of Los Angeles, California. I understand it is 
agreed by all parties that this testimony may be written into the 
record and have the same force and effect as though Mr. Gibbon were 
upon the stand giving the same testimony. 
Mr. LovETT. Yes. 
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testified : 

Examined by Mr. Severance: 

Q. Mr. Gibbon, where do you live? 

A. In Los Angeles. 

Q. What is your profession? 

A. I am an attorney at law. 

Q. How long have you lived here in Los Angeles ? 

A. Since 1888. 

Q. Have you been connected with the San Pedro, Los Angeles & 
Salt Lake Railroad Company? 

A. Yes, sir. 

Q. In what capacities? 

A. I drew the corporate instruments for the organization of that 
company, conducting the legal work for its organization, became 
one of its directors, its Third Vice-President and General Counsel at 
the time of its organization, and up to the 1st of December of last 
year, continued to be connected with it in the capacity of General 
Counsel. 

Q. During what period of time were you Vice-President, Mr. 
Gibbon? 

A. I think from the beginning, from the organization of the 
1144 company until 1904 or 1905, really I have forgotten which— 
'5, I believe. 

Q. Previous to the organization of the company were you con- 
nected with what is spoken of here as the Terminal Company ? 

A. Yes, sir. I began my connection with the Terminal Com- 
pany by organizing that company in the sense of preparing corpora- 
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tion papers, seeing to their filing, etc., on the 1st day of January, 
1901. At that time I was made General Attorney of the company, 
and some years afterwards I was made the only, Vice-President that 
the company had, our President living in St. Louis, and I continued 
in the capacity of General Attorney of the company and Vice-Presi- 
dent of the Company until it was merged into the San Pedro, Los 
Angeles & Salt Lake Eailroad Company. 

Mr. Kelly. You said 1901, Mr. Gibbon. You did not mean that ? 

Witness. Oh, 1891, it was organized ; yes, 1891, not 1901. 

Q. Now, Mr. Gibbon, you were during those years, in charge, that 
is, as the ranking executive officer of the Terminal Company? 

A. Yes, sir; ranking in this city. 

Q. I mean in this city ; that is what I mean. 

A. Yes, sir. 

Q. Who was the President of the company ? 

A. Mr. George B. Leighton, jr., of St. Louis, during the time I 
was Vice-President. 

Q. And who were the other parties interested in the company? 

A. Why, a number of gentlemen, principally citizens of St. Louis. 
Mr. R. C. Kerens had the largest interest. Then Mr. George E. 
Leighton, the father of the gentleman named a moment ago, I 
1145 believe had the second largest interest. Then there was Mr. 
Charles Clark and Mr. Van Blarcom, Mr. West, Colonel 
Logan, of Little Eock, Arkansas — Colonel Logan H. Roots, I should 
say — Mr. Hobart, of St. Louis, and I believe at one time in the 
inception of the company, Senator Elkins had some interest, which 
I believe he afterwards disposed of. I could not undertake to name 
all of them, but I have given you the principal ones. 

Q. There was no one connected with that company in those days 
who was affiliated with what is known as the Harriman system? 

A. There was no Harriman system at the time that company was 
organized. 

Q. I mean of the companies that now compose the Harriman 
system ? 

A. Yes, sir. 

Q. Who? 

A. When the Terminal Company was organized, I think on the 
day, or, if it is prior, shortly prior thereto, Mr. George E. Leigh- 
ton had been one of the government directors of the Union Pacific. 

Q. Representing the Government ? 

A. Yes, sir; and I presume that company afterwards became a 
part of what you call the Harriman property. 

Q. Any one aside from him ? 

A. No one; no connection whatever. 

Q. Go back so far as you know ; there was no one connected with 
the organization or the construction of the Terminal Line who was 
interested financially in what are known as the Harriman lines ? 

A. No, sir ; not so far as I have any knowledge. 
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Q. Now, Mr. Gibbon, was the harbor at San Pedro constructed at 
that time? 

1146 A. No, sir; except a portion of the inner, what is called 
the inner harbor; the Government began work on that some 

21 years ago, I think, and some 7 or 8 years at least, I should say, 
before the Los Angeles Terminal Railway Company was organized. 

Q. What was the first line that was built by the Terminal Com- 
pany ? 

A. The first line that was built by the Terminal Company was 
the line from Los Angeles to San Pedro; but the Terminal Com- 
pany acquired upon its organization, by consolidation with another 
company called the Los Angeles Terminal Railway Company and 
a company called the Los Angeles, Pasadena & Glendale Railway 
Company, and a company called the Los Angeles & Glendale Railway 
Company, a line of narrow gauge road running from this city up to 
Glendale, in the entrance of the San Fernando "Valley, about 8 miles, 
and a line about 10 miles long running from Los Angeles to Pasa- 
dena, of standard gauge; and then they proceeded to build what is 
called the San Pedro line, the main line from Los Angeles to San 
Pedro. 

Q That line from here to San Pedro was operated as an inde- 
pendent line, was it not, until it was absorbed by the Salt Lake 
Road? 

A. Yes, sir. 

Q. Will you state in a general way the ownership of the harbor 
frontage at San Pedro as it was at the time of the organization of 
the Salt Lake road ? 

A. When the capitalists who organized and who were interested 
in the Los Angeles Terminal Railway Company organized that 
company, or the last company of that name, in January, 1901, they 

conveyed to that company 

Mr. Dunne. (Intg.) 1891 you mean, do you not, Mr. Gibbon? 

1147 Witness (Contg.) Or 1891, I should say, they conveyed 
to that company a portion of some land they had pur- 
chased aligning a portion of the then existing inner harbor of San 
Pedro, and a considerable portion of what was the proposed exten- 
sion of that harbor. That land that was conveyed to the Los 
Angeles Terminal Railway Company, howeVer, commanded a com- 
paratively small portion of that frontage, but they also vested the 
title to the remainder of this land, some 1,300 acres, I think, in a 
subsidiary company called the Los Angeles Terminal Land Company, 
which was organized as the complementary company of the Terminal 
Railway Company, to handle the land propositions that might grow 
out of the railroad. 

Q. Now, Mr. Gibbon, what proportion of the harbor frontage 
down there was controlled by these two companies ? 

A. Why, I would find it rather difficult to give you the percentage, 
probably, of the harbor as it was divided at that time. You will 
understand that at the time these companies were organized, the inner 
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harbor had been developed by excavation, which was the method of 
developing it for, well, I should say, on a guess, which might be some 
distance from accurate, from a half to three-quarters of a mile from 
the entrance of the harbor. A large portion of that area — that is, the 
northern portion of it — ^was not aligned up in private ownership at 
all, but by a stone dyke or a breakwater which had been built to 
make the channel there. Then the private ownership of land began, 
of the land at the point of land acquired by this railroad there that I 
am telling you about. 
Q. Yes. 

1148 A. So that I should say the -holdings of the railroad ex- 
tended then up the northern side for, oh, a few hundred 

yards — it could not have been, by any possibility, I think, over a 
quarter of a mile, and the remainder of the land was vested— oh, no, 
it was not that much, it was very little — I don't believe, come to think 
about it now, that there was over 200 yards of water frontage which 
was owned by the Los Angeles Terminal Railway Company, the re- 
mainder of it being vested in the Los Angeles Terminal Land Com- 
pany, and that was in the 

Q. And who owned the balance of the frontage there? 

A. Why, all the frontage of the north side, the side on which that 
railroad was 

Q. (Intg.) I mean of the developed harbor, Mr. Gibbon. 

A. Well, the Southern Pacific had 3,000 feet on the south side, the 
San Pedro side^ on which is the town of San Pedro, in the form of 
wharves, to which it had originally obtained title, or at least the 
right of occupancy, by wharf franchises, and which I believe it after- 
wards obtained title to in the form of tide land grants, or something 
of that kind, directly from the State. Then there was another por- 
tion of that area, to the north of that, owned by the San Pedro Lum- 
ber Company, and I think the Perry Mill & Lumber Company owned 
a portion of it, the Pacific Coast Steamship Company had a holding 
there also, and I believe that that, as near as I can now recall, ex- 
hausted the holdings. 

Q. Now, Mr. Gibbon, the work of excavating and building that 
harbor continued, did it not ? 

A. To some extent, yes, sir — to the carrying out of what was 

1149 called the turning basin project, which contemplated the ex- 
tension of the improved area of the inner harbor northward, 

or westward, rather, I suppose, it is more west than north, oh, several 
hundred yards farther than it was when this road was organized — 
when the Terminal road was organized. 

Q. After that timcj did the Terminal road, or the Terminal Land 
Company, or the successor of those companies, the Salt Lake Road, 
acquire any additional harbor frontage down there ? 

A. No additional harbor frontage that was not already controlled 
by the Los Angeles Terminal Land Company. 

Q. That is what I mean. 
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A. The land that had been vested in the Los Angeles Terminal 
Land Company, upon the organization of the Los Angeles Terminal 
Railway Company, and the purchase by it of the properties of the 
St. Louis people, the Terminal Eailway Company and the Terminal 
Land Company, became vested in the San Pedro, Los Angeles & Salt 
Lake Railroad Company. 

Q. And aside from that, it has no holdings there ? 

A. What has no holdings there ? 

Q. The Salt Lake road. 

A. None at all. 

Q. Did the Southern Pacific add to its holdings there at all ? 

A. I believe by the acquisition of some land extending easterly 
from its 3,000 foot wharf frontage, a place called Tim's Point, which 
I believe it acquired some two or three years ago, extending towards 
the entrance of the harbor. 

Q. Were there docks constructed by either one of the companies 
there, Mr. Gibbon? 

A. Do you mean in the sense of wharves ? 

1150 Q. Yes, — docks or wharves. 

A. Oh, yes. Our company obtained a franchise for, I think, 
a thousand feet, and afterwards obtained control of some additional ; 
I suppose that it has something between two and three thousand feet 
there now. 

Q. Has the Southern Pacific Company any docks there? 

A. That company occupies the 3,000 feet that I have already men- 
tioned a few moments ago, which it originally acquired under a wharf 
franchise from the County of Los Angeles, and whether it has con- 
structed any wharves in front of this Tim's Point acquisition, or not, 
I am not advised at this time. 

Q. But they have wharves in front of their holdings to the extent 
of 3,000 feet there, I understand you ? 

A. They have wharves on the strip of 3,000 feet, which was origi- 
nally covered by this wharf franchise that I have mentioned. 

Q. What lines of boats reach the harbor of San Pedro, if you 
know, Mr. Gibbon ? 

A. The only line of regular freight and passenger steamers is the 
Pacific Coast Steamship Company. There are other lines of lumber 
steamers and lumber schooners, both steam and sail, which ply there, 
the names of the owners of which I would not be able to give you. I 
could furnish them to you, but not at this moment. 

Q. They are private lines in a way, in the sense of private lines or 
boats bringing down lumber from the north ? 

A. Well, some of them are, I presume. Some of them are private 
lines in the sense of belonging to lumber companies, and others 

1151 are lines which would be, I suppose, called common carriers, 
because I think they are in the business of transporting lum- 
ber without being the owners of the lumber yards. 
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Q. You say the only regular line of boats to San Pedro is the 
Pacific Coast Steamship Company. They come from Puget Sound 
points, do they not? 

A. North and Sbuth. They ply from San Diego to San Francisco, 
and beyond, I believe. 

Q. The Pacific Mail Steamship Company does not touch there? 

A. They do not, so far as I know. 

Q. And never have? 

A. Beyond an occasional boat, I think not, sir. At least my infor- 
mation does not serve me that way. 

Q. There is no line of boats crossing the Pacific making its terminus 
ut San Pedro? 

A. No, sir; no regular line. There have been one or two tramp 
boats, I believe, that have made the trip from San Pedro; but very 
few. 

Q. Has the Salt Lake Road any joint rates with any steamship 
line? 

A. That I could not say. 

Q. You do not know as to that? 

A. No, sir. 

Q. I did not know but what that might have come within your 
observation. You say it has not? 

A. The traffic department would have to tell you that; I cannot. 

Q. How is that? 

A. I say the traffic department would have to tell you that; I can 
not; I do not know. 

Q. Now, coming down to the organization of the Salt Lake road. 
If I understand you, you incorporated that company? 

A. In the sense of doing the legal work, yes, sir. 

Q. And became its vice-president — one of its vice-presidents? 
A. Yes, sir. 
1162 Q. Down to what time did you continue to be vice-president ? 
A. I think it was November, 1904 or '5 ; '5, possibly. 

Q. Who succeeded you? 

A. Sir? ' 

Q. Who succeeded you? 

A. There was no successor elected to that position. I will say 
that the duties of the vice-president were vested in the general 
manager — of the third vice-president were vested in the general 
manager, and the position was not filled afterwards. The fact is, the 
third vice-presidency was a sort of arrangement for the construction 
of the road and getting it under way, and later on it was rather a fifth 
wheel of the organization, and it was abolished. 

Q. So that you occupied that position during the construction, did 
you? 

A. During the construction; yes, sir. 

Q. Did you also incorporate the Empire Construction Company? 
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A. I drew the articles for that company; yes, sir. 

Q. Do you recall, sir, whether at any time the Salt Lake Company 
advertised for bids for the construction of its line? 

A. You mean for the total construction? 

Q. Yes. 

A. Oh, I don't now recall that they ever did. 

Q. Let me refresh your recollection. The Empire Construction 
Company took the contract, did it not, to build the line? 

A. No, sir. The Empire Construction Company was originally 
organized as the financing company, and with the possibility of hold- 
ing the construction contract, the contract for constructing the line. 
But that was never carried out, that plan. 

Q. What company did hold the construction contract? 
A. So far as I remember, none. 

1153 Q. Were there no construction contracts made with any- 
body? 

A. I don't recall. I remember distinctly that the functions of the 
Empire Company were abandoned, and that there was no other com- 
pany took its place. 

Q. Mr. Wells suggests that you did not understand my question. 
The question is whether there were any contracts let for construction 
work on the road. 

A. Oh, there were numerous contracts let, in the sense of construct- 
ing different portions of the line, yes. 

Q. To whom were they let? 

A. Oh, I could not give you the names 

Q. (Intg.) Who were they, just small contractors? 

A. (Contg.) of all the contractors, but they were let for sections 

of the line. I think the Utah Construction Company did consider- 
able work for us, and what was the name of that company that Mr. 
Norton was interested in? 

Mr. Clark. John H. Norton & Company. 

Witness. John H. Norton & Company did considerable work ; and, 
in fact, there were several contractors engaged on the line from the 
first to last, I believe, Mr. Severance. 

Q. Mr. Gibbon, did not the Salt La.ke Road advertise for bids to 
build the line from Salt Lake City to Riverside ? 

A. As a whole? 

Q. Yes. 

A. I think not, sir. I have no recollection of it. 

Q. Did they not advertise for bids for the construction of that 
line in sections? 

A. Why, I am sure I can't tell you what the engineer did. That 
was in the engineering department, and whether he adver- 

1154 tised for bids, or sent out notice to responsible parties, or how 
he got the notification out that they desired bids, I can't say. 

Q. But, irrespective of the methods, did not the company request 
tenders in some way, either by advertisement or by personal com- 
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munication or letter, for the construction of the whole line, either as 
a whole or in sections? 

A. All that I can say is that I am under the impression that the 
engineer did send out invitations to construction companies. But, I 
have no absolute knowledge of that. 

Q. Who was the engineer? 

A. For a portion of the time, the engineer was Mr. Hawgood. 

Q. Where is he now? 

A. He is in the city of Los Angeles. Later, Mr. Tilden. 

Q. And where is he? 

A. He is in the city of Los Angeles also. He is our chief engi- 
neer at the present time. 

Q. You spoke of Utah Construction Company. Did they ever have 
a contract for the construction of the portion of the line in Utah ? 

A. I believe they did some work in Utah. Whether they did — the 
line was, of course, constructed in Utah when we purchased it. 

Q. But as I understand it there was 

A. (Intg.) There was some reconstruction work done there. 

Q. I understand that. But previous to the time you made those 
joint contracts, did the Utah Construction Company have a contract 
to build lines in Utah? 

A. I could not say. 

Q. You don't know about that? 

A. The engineering department would have to give you that infor- 
mation. I don't know. 
1155 Q. Do you know who the parties were in the Utah Con- 
struction Company ? 

A. No, sir, I do not. 

Q. Did you have to do with the preparation or the approval of 
the contracts with that company? 

A. I did with the approval of the contracts, yes, naturally. 

Q. But you do not recall what portion of the road they covered ? 

A. No, sir, I do not. It is a routine matter that I did not charge 
my mind with. 

Q. It is now your recollection is it, Mr. Gibbon, that the Empire 
Company dropped out of the scheme, and had nothing to do with 
the construction of the road? 

A. With the final construction of it, yes, sir. 

Q. Did it build any of the lines? 

A. Well, there were some purchases of material, and matters of 
that sort, carried on in the name of the Empire Construction Com- 
pany at first, and contracts made, but that was only, I believe, for 
some work done in California; I think that did not extend beyond 
this state. 

Q. This contract made between Mr. Clark and Mr. Harriman, 
Exhibit No. 53, Alexander Millar, recites, among other things, that 
the Empire Construction Company, of the State of Utah, is an 
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organization for the purpose of providing for the financing, construc- 
tion, and equipment of the railroad of said San Pedro Company, with 
a capital stock of $1,000,000 divided into shares of $100 each, par 
value, all of which capital stock has been subscribed for and has been 
fully paid up and issued. That is correct, is it? 
A. Yes, sir. 

Q. Outside of this contract — ^I observe that it is said here 

1156 in this contract that the assets of said Empire Company con- 
sist of claims against and contracts with the said San Pedro 

Company for money advanced, work done, and material furnished 
on account of the improvement and acquirement of railroad property 
for said San Pedro Company. 

A. Yes, sir. I will say in that behalf, that the Empire Company, 
I know, furnished the railroad with considerable money that was ex- 
pended in right of way in California, and I believe it also made con- 
tracts for the material that was used in the construction (certainly 
a large portion of it), in the construction work between here and 
Riverside. 

Q. But the company did not take the contract for the construction 
of any of the line, as you recall it, and sublet it to these contractors 
who built the line in sections? 

A. Just what the modus oferandi was with reference to that, I 
am unable to say at the present time. I know that the company did 
do considerable financing in the way of advancing money for the 
work done, and the right of way and other property acquired in 
Southern California ; but I am quite sure its financing never extended 
beyond Southern California, and that it was practically retired, as 
far as being an active factor in the construction of the road is con- 
cerned, before we entered upon the work in Nevada or Utah. 

Q. Now, Mr. Gibbon, are you able to testify from your recollection 
as to the extent of work that was done in laying out the line of 
your company, prior to the time of this contract of July 9, 1902, 
between Mr. Clark and Mr. Harriman? 

A. No, sir. What I would say about that would be of the 

1157 most general character. I could say that we had laid out our 
line in Southern California, and a good deal of it had been 

built, I think. It had not been completed, I am quite sure. We had 
done some surveying and acquired some rights of way in Nevada, 
and I am quite sure there had been surveying done in Utah. But to 
what extent that went, you would have to learn from the depart- 
ments charged with that particular work. 

Q. Do you remember that surveyors started out from Salt Lake 
City to survey this country ? 

A. There had been some surveying done from Salt Lake City west- 
ward, I am quite sure, before that contract was ever executed. 

Q. It appears from the testimony of Mr. Clark— however, just a 
moment, I will strike that out. Will you state, Mr. Gibbon, whether 
at the time you organized this company, and for some time there- 
after, it was the intention of the gentlemen interested in the property 
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to build an independent line from Salt Lake to Los Angeles. By 
" independent," I mean a line that was not affiliated with any of the 
transcontinental systems, in the sense of being tied up with them in 
any way ? 

A. I can't answer that, except that I might probably answer it 
by saying that I am not aware that the parties who undertook to build 
the line had any definite plan as to affiliating with any line, although 
there had been, these people had, through myself and others, ap- 
proached the people in control of what would be their connecting 
lines, before that time, before the matter was finally floated, with the 
idea of what connections might be made for the company, and so 
forth. 

1158 Q. Yes. 

A. That had never extended to any idea of community of 
ownership or anything of that kind. 

Q. That is what I mean. You had approached the Gould people 
as well as the other people ? 

A. Not the Gould people. If you will remember, at the time we 
organized, the Eio Grande Western was an independent ownership, 
and I had had myself personally some interviews with General 
Palmer, whom I happened to know, about connections, and so forth. 

Q. But it was not contemplated, was it, at that time, that there 
would be any division of ownership between your people and the 
Union Pacific, so far as the San Pedro line is concerned ? 

A. Well, there was certainly no definite plans to that effect; no. 
But it may have been contemplated by any of the individuals — of 
course I don't know as to that. 

Q. That would be in the minds of the individuals. But there was 
nothing of that kind talked over ? 

A. No, sir. 

Q. Or considered in your meetings? 

A. Nothing at all. 

Q. Now, Mr. Gibbon, it appears from the testimony of Mr. Clark 
yesterday that there were certain difficulties met with when you got 
up to what was called the Meadow Valley Wash. I assume that, 
as counsel, you must have had some connection with those matters ? 

A. Yes, sir ; I did — rather. 

Q. Will you state briefly, Mr. Gibbon, just what the trouble was 
there, and what happened, and all about it? 

A. A good many years ago, before we undertook this matter, a 

subsidiary company of the Union Pacific, or representing or certainly 

backed by Union Pacific interests, had undertaken the exten- 

1159 sion of the lines connected with that company through Nevada, 
and I believe with the idea of eventually coming to Southern 

California. They had gone as far there, I believe, as constructing a 
track to the Nevada-California State line, in the sense of laying the 
steel on it, and preparing it to be operated, and had constructed a 
roadway . 
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Q. (Intg.) Just a moment there, Mr. Gibbon. Can you tell me 
when that track was laid ? 

A. No, sir, I cannot, but it was not very long either way from the 
time that our Los Angeles Terminal Kailway Company was organ- 
ized, because that company was organized at that time with the under- 
standing with the then management of the Southern Pacific that it 
should become the terminal at San Pedro of a — I mean the Union 
Pacific — of the Union Pacific line. 

Q. That was before my friend Judge Kelly piloted the Union 
Pacific through the receivership proceedings? 

A. It was about that time that this line was constructed that I am 
speaking of now, leading down into Nevada and from the California- 
Nevada State line for some distance a roadbed had been constructed 
and a number of tunnels had been made. The Meadow Valley Wash 
is what I suppose in railroad construction would be called, in rail- 
road parlance, a strategic position for any line of railroad desir- 
ing to build through from Salt^Lake City to Southern California, 
and naturally we wanted to occupy that position, and 

Q. (Intg.) Permit me to interrupt you again. 

A. Yes, sir. 

Q. You stated something about some grading having been done 
and some tunnels constructed? 

A. Yes, sir. 

Q. Were those constructed back in the old times — 1891 ? 
1160 A. Along a little before or a little after 1891— yes, 1890 and 
1891— in the late 80's or the early 90's. 

Q. Had anything been done with that grade prior to the time your 
Salt Lake road was projected? 

A. In the sense of occupying it or using it, do you mean ? 

Q. Yes. 

A. Not that I am aware of; it was lying there unoccupied, cer- 
tainly, when we undertook the building of the road. 

Q. Yes, sir. Now go ahead. Proceed with the history of the 
Meadow Valley Wash. 

A. About the time or shortly after we organized our company, 
just how long after I am not able to say now without consulting 
data 

Q. (Intg.) By " our company " you mean the Salt Lake Company? 

A. Yes, the Salt Lake Company, usually called the San Pedro 
Company. (Contg.) the Oregon Short Line Company under- 
took, I believe, to occupy that grade. Whether that company — I be- 
lieve at that time the Oregon Short Line people, or the people who 
were connected with that road, had not organized the company which 
they very shortly afterwards organized, called the Utah, Nevada & 
California Railroad Company, of Nevada, but about that time, pos- 
sibly shortly afterwards, that company was organized and later I 
think everything was conducted in the name of that company. It 
became a race as to who should be possessed of that grade and these 
tunnels, and also the right of way which had previously been sur- 
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veyed and made out and located by this subsidiary company of the 
Union Pacific interests, some 10 or 11 years ago ? 

Mr. Keisly. The Oregon Short Line & San Francisco Rail- 

1161 way Company was the name of that company, was it not? 

Witness. Yes, sir; was the name of the old company. 

Q. Mr. Gibbon, this activity on the part of the Oregon Short 
Line in the organization of a new company did not take place until 
after your company had been organized, and it was matter of public 
notoriety that you proposed to build through to Salt Lake? 

A. Yes, sir. 

Q. What next occurred, Mr. Gibbon? You say it became a race 
between the two companies as to which should get possession of that 
right of way. What form did that race take? 

A. Well, that right of way had been sold for taxes by the county. 
We secured the tax title, to give us some right over it. Then the 
Oregon Short Line, or their subsidiary companies, secured what 
rights remained, if any, in the company that originally located a 
right of way, not merely the constructed roadway, but the survey 
through the Meadow Valley Wash. We secured some right of way 
from private parties. In fact, either side secured anything in the 
nature of legal rights that would give them any claim upon that 
strategic position. We were in there with our construction forces, 
and they went in there with theirs. We came very near to having 
some bloodshed, and there were some clashes that might have been 
very serious, but they were not, fortunately, so far as the loss of life 
is concerned. Finally each side got into court, and each side got the 
other tied up on injunctions, so that neither one should construct a 
line or obtain any advantage in the way of constructing a line 
there. Judge Kelly got us pretty well tied up, representing the 
other interests, and we got them in pretty nearly the same 

1162 fix, as far as going on with the work was concerned, and it 
seemed that we each one had reached a point where neither 

could do any work there or accomplish anything. 

Commissioner Lane. At that time, Mr. Gibbon, how many miles 
of road did you have built down from Salt Lake City ? 

Witness. None. 

Commissioner Lane. And from Los Angeles towards Salt Lake 
City, how much did you have built ? 

Witness. We were building the line towards Riverside at that 
time, sir — ^the San Pedro Company. 

Commissioner Lane. How many miles did the Oregon Short Line 
have from Salt Lake City down towards the Meadow Valley Wash? 

Witness. Oh, I suppose, main line and branches, nearly 500 
miles. 

Q. What they had had for a number of years? 

A. Yes. 

Q. Ever since the reorganization ? 

A. Yes, sir. 

71535— VOL 2—09—12 
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Mr. Dunne. Mr. Severance, will you aUow me to interrupt you 
and ask him a question there ? 

Mr. Severance. Certainly. 

Mr. Dunne. Had you constructed at this time any line at all out- 
side of the State of California? 

Witness. I think not; none that I know of. Finally, when we 
had gotten — if I may go on with the story ? 

Mr. Dunne. Yes ; do so. 

Witness. When we had gotten each other pretty well tied up, 

Judge Kelly and I were present at the argument of one of our 

numerous law suits which we had reciprocally brought, each 

against the other, when there came up some preliminary mat- 

1163 ter in Salt Lake City, during the argument one day, and while 
our co-counsel were occupying the attention of the court the 

judge and I were chatting, and I suggested to him that if we suc- 
ceeded in securing a prior right through this Meadow Valley Wash, 
I was perfectly willing to admit that, under the United States 
law with reference to the occupancy of canyons or valleys of that 
kind, gorges, that they could force a way through there, and that I 
believed that he would concede that if his people succeeded in get- 
ting the prior right we could force a way through, the only thing 
being that the road that had the prior right would probably be 
crossed so many times by the other road going through that it would 
make it very difficult and dangerous for each side to operate through 
there; and, assuming that they wanted to build, and knowing, as I 
did, that we wanted to build, it seemed to me, from a sensible point 
of view, that we had better try to get our people together and put 
through a joint corps of engineers to work in the building of the 
lines and getting the best possible location for two lines, so as to 
avoid a multiplicity of crossings, which, in a very treacherous place 
like that, would naturally be for one line to take a definite location 
and the other line to take what was left. We agreed that we would 
recommend that to our respective lines, and we did so, and there was 
a kind of protocol drawn up which took the form finally of a writ- 
ten stipulation, which was filed in the United States Court at Car- 
son City, Nevada, where these cases were pending, as I recall now, 
which provided for the entrance in this Meadow Valley Wash of a 
joint surveying party who were to locate the two lines, and 

1164 that joint surveying party did enter upon their work. Just 
how far it was prosecuted I don't remember, but I know they 

did a very considerable amount of surveying and location work, and 
located the two lines through there, or did a great deal of work in 
that direction. Pending, however, the final conclusion of that work 
and the vesting of the title in each of the contesting companies' 
interests, the arrangement was made which resulted finally in the 
joining of the two interests in the building of the one line of road. 

Q. At the time that Judge Kelly and yourself had that conference 
at Salt Lake City, which resulted in this stipulation, it was still the 
intention of your people to build a line through from Salt Lake? 
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A. So far as I can recollect, and I should say it undoubtedly was. 

Q. And so far as you are advised, or were advised at the time, it 
was clainaed by the other interests that they were going to build a line 
through ? 

A. Yes, sir ; and we were led to believe from various things we saw 
that they meant to do it. 

Q. And it would have resulted, if you had not made this arrange- 
ment of an amicable passage through this canyon, and there had been 
no amalgamation — it would have resulted, in that event, in two lines 
of road through? 

A. Yes, sir; it would have resulted in two lines of road. That 
is correct. And through a country that could not maintain one. 

Q. So far as the local business of the line is concerned ? 

A. So far as the local business of the line is concerned, it could not 
maintain one; no, sir. 

Q. Was it contemplated by your people when you inaugu- 
1165 rated the scheme of building the San Pedro road that the 
through business or the local business would be the main 
dependence of the company, as to its income ? 

A. We expected that the through business would be the main de- 
pendence. But at that time we expected, of course, to have through 
business from the eastern lines, the Rio Grande Western and the 
Union Pacific. 

Q. Now, Mr. Gibbon, do you know who initiated this contract, or 
negotiated the transactions that led to the making of the contract 
of July 9, 1902? 

A. In the sense of knowing what individual first suggested it to 
the other, I do not; no, sir. 

Q. Where was it done ? Was it done here, or was it done in the 
east? 

A. I think it is one of those mutual things that arise sometimes 
between people that are— that it was an outgrowth, undoubtedly, of 
this negotiation with reference to running the two lines through, as 
I have said. 

Q. Through that valley, you mean? 

A. Yes ; through that valley, because, as the parties in interest met 
and talked over the thing, so far as my knowledge served me, and I 
was very intimately connected with that matter at that time, it was a 
sort of mutual coming together of the minds of both sets of people, 
both interests; that they would better serve the interests of each by 
joining and building one line of road than to go on and build two 
lines, as they were doing. 

Q. Was that a unanimous feeling on the part of your people? 

A. Why, so far as I know ; absolutely unanimous. 

Q. No difference of opinion amonfg your people regarding that ? 

A. No, sir. In the course of the discussion there was this: 
116fr It Was very earnestly discussed by our people, if we had to 
accept a dose afUy at Salt Lake City, as we undoubtedly ap- 
parently did, and for this reason, because it was perfectly apparent 
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to US, and to anybody it seems to me, that knows anything about 
railroading, that if we built that line, any interests that were in- 
terested in the Southern Pacific would have to build a line for the 
protection of the business that had been going before that time 
through the Sacramento gateway for Southern California; and the 
question with us was whether we would rather have the Denver & 
Eio Grande and the Rio Grande Western — and by the way, it had aU 
become the Denver & Eio Grande at that time because Mr. Gould 
had purchased the Eio Grande "Western and had control of both of 
them between the time we organized our company and the time this 
agreement was made — it became a very interesting matter with us, 
I say, as to which we would take if we had to take an exclusive ally 
with our people, and they finally decided, in discussing the matter, 
that the Union Pacific had more to offer them than the other route, 
on account of the superiority of the Union Pacific as a traffic line 
through the middle west. 

Q. Yes. Well, then, when you initiated the road, however, you 
expected, as you have said, to have had two connections ? 

A. We had hoped for that, yes, sir. 

Q. Yes. And it was only after the 

A. (Interrupting.) Permit me to interrupt you. I merely related 
that with reference to considering those two matters in answer to your 
question as to whether our people were all agreed on this arrange- 
ment finally. They were, so far as I know, unanimous. 
1167 Q. My last question was : At the time you initiated the road, 
you expected to have the two connections; that is, you hoped 
to have them? 

A. Yes, sir. 

Q. You did not learn that you would be compelled to make your 
connections solely with the Eio Grande, or work solely with the Eio 
Grande, until the Oregon Short Line had waked up and commenced 
to try to get possession of this old grade, did you ? 

A. Well, we probably did not have the matter brought to our atten- 
tion, that what we had hoped would be a connection would probably 
be a rival. ' 

Q. A rival? 

A. Yes, sir. 

Q. I examined Mr. Clark rather in detail, Mr. Gibbon, with refer- 
ence to the various terms of this contract as finally made. Who drew 
that contract? Do you know? Which person drew it — the Clark 
and Harriman contract? 

A. That contract was drawn, in the sense of the legal work upon 
it, I think between Judge Kelly and myself. 

Q. Whereabouts? 

A. Principally in New York City, I think. 

Mr. Dttnne. You mean the contract of July 9, 1902 ? 

Mr. Severance. Yes, the contract of July 9, 1902. Q. During how 
many months did the negotiations proceed before that contract was 
drawn? 
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A. That is July 9, 1902, is it not? 

Q. Yes. 

A. Oh, it must have been a period of several months. Without 

refreshing my memory I could not give it to you. From the time we 

had agreed upon this truce and putting our engineers in the field 

jointly and until July 9, 1902, negotiations were pending more or less 

during that time leading up to this agreement. 

1168 Q. You say that Judge Kelly and yourself drew that agree- 
ment. Judge Kelly at that time was the counsel of the Union 

Pacific, was he not? 

A. Yes, sir. 

Q. And you say that the contract was drawn, so far as drawing it is 
concerned, by Judge Kelly and yourself. Who were the parties who 
conducted the negotiations as to what should be put into the contract? 

A. I think the details were worked out largely, as I recall, by Mr. 
Ross Clark on one side and Judge Cornish on the other. 

Mr. Kelly. And Mr. Stubbs? 

Witness. Well, Mr. Stubbs was there too, I believe. Mr. Stubbs 
was also present. Then there was a reference to Senator Clark and 
Mr. Harriman when points were reached which required the decision 
of principals. 

Q. Mr. Stubbs worked out the traffic end of it, did he ? 

A. Yes, sir; I think so, principally. 

Q. I thought it sounded like Mr. Stubbs. Did you gentlemen 
stay in New York for several months while this was being drawn? 

A. We were there for a month or six weeks, I think, at that time. 
I know it was a number of weeks. It is a matter that was not done 
in a day, of course, or several days. 

Q. Was this contract of July 9, 1892, immediately made public? 

A. I beg pardon. 

Q. Was the contract of July 9, 1902, immediately made public? 

A. I don't think so. 

Q. When was the fact that some kind of an arrangement had 
been made, made public? 

A. Just as to the date, I can't say, but some time in the year 
1903. 

1169 Q. That is, you went on then with the construction work, 
did you, through Nevada, during that period ? 

A. I think there was not a great deal of construction work done 
in Nevada for some time after that contract was made. 

Q. I say during the time, but after the contract was made. 

A. We finished up the construction work here to Riverside, and 
there was some work done there. But the work was most actively 
pushed later on, as I recall. 

Q. When was the division of the Board of Directors of the San 
Pedro Company made, if you recall ? 
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A. Whether that was at the election of 1904 or 1905 I don't recall. 
It was one or the other of those years. 

Q. Was the fact that the Harriman and Clark interests had gotten 
together made public prior to that time? 

A. Prior to the division of board of directors? 

Q. Yes. 

A. in a general way, yes; oh, yes. I am quite sure that it had 
become public property before that. 

Q. At the time you were inaugurating the road and building the 
line to Eiverside, was it contemplated that you would build this line 
through from Eiverside to a point beyond El Cajon Pass? 

A. When we first began ? 

Q. Yes. 

A. Yes, it was contemplated as a possibility, although we had, 
I believe, among ourselves, discussed the possibility of negotiating 
trackage arrangements with the Santa Fe for the very obvious rea- 
son, of course, that a track over such a place as that is like a bridge, 
really, in railroading, and there is no 

Q. No local traffic? 

A. No local traffic, no ; and it would seem a pity to multiply 

1170 companies, to build two lines where one might serve. 
Whether our head, the head of our company, Senator Clark, 

or Mr. Eoss Clark, his representative, had approached the Santa Fe 
Company with reference to that, or not, I don't know. But I know 
that the possibility of making that arrangement was discussed among 
ourselves. 

Q. You do not recall, do you, that any arrangement was attempted 
with the Santa Fe until after the contract of July 9, 1902 ? 

A. No, sir ; I have said that — ^that I had no knowledge of it. 

Q. This contract provides that Harriman, as trustee, will negotiate 
with the Southern California Eailroad Company, and, if possible, 
obtain from said company the right for the San Pedro Company to 
use the tracks of the Southern California Company from the point 
of its junction with the tracks of the Southern Pacific Company at 
or near Colton, to the point of junction of its tracks with the tracks 
of the Santa Fe Pacific Company at or near Barstow, and then also 
to negotiate with the Santa Fe Pacific Eailway Company, and if 
possible obtain from said ocmpany the right for the San Pedro 
Company to use the tracks of the said Santa Fe Pacific Company 
between Barstow and Ludlow, California. Did Mr. Harriman con- 
duct those negotiations on your behalf for you ? 

A. I did not have any positive knowledge about that at all. I knew 
the negotiations were taken up by somebody. The details, however, 
were worked out by Mr. Wells on the one side and ourselves on the 
other, later on. 

Mr. Severance. I think that is all. 

1171 Comr. Lane. Any questions, gentlemen? 
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By Mr. Kbllt: 

Q. Mr. Gibbon, you were present at the examination yesterday? 

A. Yes, sir. 

Q. And one of the contracts that was made between the San Pedro 
Company and the Southern Pacific Company was a contract bearing 
date June 18, 1903? 

A. Yes, sir. 

Q. Will you kindly look at Article III. of that contract and say 
whether or not you had anything to do with its drafting? 

A. (After examining the article in question.) I did. I repre- 
sented the San Pedro Company at that time, the original promoters 
of that company, when this contract was drafted. 

Q. If you can, will you explain how the last sentence in tha,t article 
came to be there ? If you can explain it, you may do so. 

A. The article, I believe. Judge, is one sentence. 

Q. I mean the last phrase of the sentence. 

A. Do you mean this portion which says " unless such change may 
be made necessary in order to meet the rates, charges, classifications 
or tariffs of any other company or competing line of railroad, or to 
conform to the final decree or judgment of some court of competent 
jurisdiction, or some lawful and valid requirement of state or national 
law?" 

Q. Yes, sir. That is the substance of what I mean, relating to that 
clause. 

A. With reference to the state or national law ? 

Q. Yes, that clause. Just tell how that came to be in there. 

A. I think I suggested the addition of those words, for this rea- 
son: The whole article it will be noted, provides for, and 
1172 the preceding article, article II, to which it refers, provides 
for local rates. I will say that the word " local " in railroad- 
ing is used sometimes in a double sense ; sometimes it is " local " as 
to the system — ^local traflSc; and at other times local traflSc is given 
a territorial significance. The term " local traffic " or " local freight," 
whatever it is, I affirm had a territorial significance here and was 
intended to refer to Southern California traffic. When this article 
was suggested, Article III, providing for these rates remaining sta- 
tionary, you kiiow, without a change, etc., I suggested the adding of 
this phrase for the reason that, as we all know, sometimes local 
freight, that is, the rate, what is a local rate, may become compli- 
cated with an interstate rate by a shipment in a given locality becom- 
ing an interstate shipment ; I wanted our company to be in the posi- 
tion, if that should ever arise at any time, not to be forced by this 
stipulation as to rates to in any way violate a law. Of course, it 
might never arise. But there are times, of course, when local rates 
become complicated with interstate rates, as I say, and then I wanted 
the company to have a clear and full right to so act with reference 
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to those rates as not to become a violator of law in any way — ^in other 
words, to protect itself. That is why that clause was added. 

Q. That suggestion, then, originated with you, Mr. Gibbon, as 
representing the San Pedro Company, did it? 

A. As I recollect it now, it did. 

Q. And its purpose was to provide against a contract relation 
which might apparently be in violation of law ? 
A. Yes, sir. 

1173 Q. Either of any legislation then existing or which might 
thereafter be enacted? 

A. Against any insistence upon the maintenance of a local rate 
which, if maintained, might in any way become complicated with 
an interstate rate, and thereby subject to the National law. 

Mr. DtTNNB. It would include the extension of national jurisdic- 
tion over interstate traffic, if such a thing occurred during the life 
of that agreement also, would it not? 

Witness. Certainly ; it would go to the extension of national juris- 
diction over any kind of traffic that became amenable to it. 

Mr. Severance. Mav I interrupt you with one question? 

Mr. Dunne. Certainly. 

By Mr. Sbveeance : 

Q. What is there in that article that causes you to refer to Cali- 
fornia business? 

A. May I read the two articles? 

Q. You may read the two articles, yes. 

A. So as to point it out, Article II reads : " In partial considera- 
tion of the said covenants and agreements of the said Southern Com- 
pany contained in Article I hereof, said San Pedro Company hereby 
covenants and agrees with said Southern Pacific Company that 
it will, upon the execution of this agreement, adopt, print, publish 
and put in force at all points upon its leased, owned or operated rail- 
road, for the handling of local business thereon, the lawful rates, 
tariffs, classifications, and charges used by said Southern Company 
for the handling of any local business which may be the subject of 
competition between them." Of course, the preceding parts of 

1174 the contract and the physical facts were such as to make that 
necessarily confined to traffic in Southern California, because 

there is the only place where those conditions arose to which it could 
or did apply. 

Q. What about traffic between California and Salt Lake, or Ogden? 

A. We would not call that local business. 

Q. Would it not be local to the line of the Salt Lake road ? 

A. No, sir, I don't think so. I don't see where we can have any 
competitive traffic there. 

'Q. Did you say, Mr. Gibbon, a few moments ago, that the word 
" local " might be used as indicating local to the system ? 

A. Yes, sir. 

Q. Or local to the locality ? 
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A. Yes, sir, I did. 

Q. Now, the San Pedro Road reaches Utah common points, and it 
was proposed that it should, and the Southern Pacific by way of 
Sacramento reaches Utah common points? 

A. Yes, sir; but, Mr. Severance, that was not in contemplation. 
In the first place, we have no lines in Utah, and under our agree- 
ment as to construction never will have, that could interfere witli 
the Southern Pacific in local matters — that is, as far as I can pos- 
sibly see. Article I, however, of the contract— — 

Q. (Intg.) One question there, Mr. Gibbon. The same rates apply 
to Ogden and Salt Lake City, do they not, from the coast? 

A. From the coast, but they are not local. 

Q. I understand. They are local to your line, though ? 
A. No, oh, no. 

1175 Q. You- say that a rate from Los Angeles to Salt Lake City is 
not local to the San Pedro line ? 

A. Yes, sir, but I am telling you also that the word " local " here is 
used in a territorial sense. 

Q. You say so, but I am asking you if there is anything in the 
contract that says so. 

A. There is this that indicates it very strongly. Section 1, the 
beginning of the contract, says : " The said Southern Pacific Com- 
pany undertakes and agrees to and with said San Pedro Company 
that it will interchange freight traffic in Southern California with 
said Pedro Company, to and from points south of the parallel of 
Mojave, California, in like manner and upon as favorable terms and 
conditions as said Southern Company at the same time interchanges 
traffic with the Southern California Railway Company, and that in 
the movement of such traffic, or the charge therefor, under similar 
circumstances and conditions, it will not discriminate in any respect 
in favor of any connecting line to the prejudice or disadvantage of 
said San Pedro Company ; but this shall not be construed as forbid- 
ding or restraining, the said Southern Company from favoring its 
own lines as against the San Pedro line, that is to say, lines of rail- 
road owned, operated, or controlled by said Southern Company. 

" Section 2. The Southern Company, in respect of the traffic men- 
tioned in Section 1 of this article, will join with said San Pedro Com- 
pany and with said Oregon Short Jiine Railroad' Company and said 
Union Pacific Railroad Company in forming through lines of freight 
service, and in through rates therefor upon agreed divisions of 
through rates for such service equal to the facilities, service 

1176 and terms accorded by it to said Southern California Company 
on like kind of traffic. 

"Aeticle 2. In partial consideration of the said covenants and 
agreements of the said Southern Company contained in Article 1 
hereof, said San Pedro Company hereby covenants and agrees with 
said Southern Company that it will, upon the execution of this agree- 
ment, adopt, print, publish, and put in force at all points upon its 
leased, owned, or operated railroad, for the handling of local business 
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thereon, the lawful rates, tariffs, classifications, and charges " and so 
forth. You will notice that at the conclusion of Article I it reads 
to the Southern California Company purely and simply. 

Q. That is the consideration for the agreement in the other article? 

A. Yes. If the contract did not make it perfectly plain that that 
was all intended to make it refer to California, then it was the fault 
of the lawyers who drew it, because it was the intent of the parties. 

Mr. Dtjnne. Was that the intent of the parties? 

Witness. Sir? 

Mr. Dunne. You say that was the intent of the parties ? 

Witness, Yes, sir, unquestipnably. Nothing else was considered, 
for a moment. 

Q. That is, you intended to agree that for 99 years you would 
not charge any higher rate than the Southern Pacific did to Kiver- 
side or San Bernardino or Colton or any other place in Southern 
California which you might reach ? 

A. Yes, sir. We felt - 

Q. (Intg.) But you did not intend to tie yourself up as to points 
across the line in Nevada, but only to prevent any competition in 

California ? 
1177 A. Only in the territory mentioned in section 1 through- 
out — Southern California south of the parallel of Mojave. 

Q. Does it say so ? 

A. Yes, sir. 

Q. Is that used in section 2 or section 3 ? 

A. Section 1. 

Q. Oh, no. 

A. Not directly, but section 2 refers to section 1, and section 3 to 
section 2 — or rather Article III to Article II. 

Q. But it refers to it by saying in consideration of the benefite y<Hi 
get in section 1, you get so and so ? 

A, Yes, sir. 

Q. And then follows the agreement ? 

A. Yes, sir. 

Q. Without any limitation as to whether it applies to California 
or any other state. 

A. Beyond the fact that it says " local," and I think hardly any- 
body colild read the contract over without seeing that the provisions 
of that contract could not be made to refer to some locality in Utah, 
or to some locality in Nevada, when the very beginning of the con- 
tract gives the locus as Southern California south of Mojave, in 
which the contract is supposed to operate. 

Q. By the way, as a California lawyer, may I ask you if at the 
time that was made there was any statute in CaJifomia similar to the 
Sherman Anti-Trust Law ? 

A. No, sir, I think not. 

Q. There was not? 

A. No, sir. 
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Q. So that combinations are not regarded with disfavor in Cali- 
fornia, locally? 

A. Well, that combination I do not think is inimical to any law on 
the statute books of our state. 

Mr. Dunne. We have a statute here with reference to contracts in 
restraint of trade, which is a mere development of the common 

1178 law doctrine, and which does not impeach any conjxact which 
restrains trade as to any question ' 

Mr. Severance. That was in accordance with the construc- 
tion given in the trans-Missouri case? 

Mr. Dunne. But it was reconstructed in the Northern Securities 
case. 

Mr. Severance. I am quite familiar with that case. 

Mr. Dunne. Is that aU? 

Mr. Severance. I am very glad you referred to it. 

Mr. Dunne. You may be referred to it again before we get through 
with it. 

Mr. Severance. I think we will. I hope so. 

Mr. Dunne. Is that all, Mr. Severance? 

Mr. Severance. That is all. Excuse me for interrupting, but I 
thought we might save time by it. 

Mr. Kelly. Certainly. 

Mr. Dunne. Mr. Gibbon, at the time that the 'provision was in- 
serted in this contract for the adoption by the San Pedro line of the 
Southern Pacific rates upon this local traffic in Southern California 
south of the parallel of Mojave, was that local traffic at that time 
itself the subject of competitive struggle between the Santa Fe and 
the Southern Pacific? 

Witness. I should say it was. 

Mr. Kelly. For all of the territory reached-- — 

By Commissioner Lane: 

Q. Was that condition changed, and did it not become no longer 
a subject of competition between the Southern Pacific and the Santa 
Fe? 

A. I am afraid I do not understand the Commissioner's question. 
Was it changed, did you ask? 

Q. Yes. Mr. Dunne asked you if at that time the traffic 

1179 in Southern California was subject to competition between the 
Southern Pacific and the Santa Fe road? 

A. Yes, sir. 

Q. You said it wa§? 

A. I said I thought it was. My opinion is based upon the fact 
that the territory was pretty thoroughly occupied by the branch 
lines of both of those companies, and they were supposed to be com- 
peting companies. 

Q. During the history of your road, during the time that you 
were in connection with the San Pedro road, was that condition in 
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any way changed as to the Santa Fe and Southern Pacific competing 
for that traffic? 

A. Not that I have any knowledge of. 

Q. Was your road in any way a party to any agreement by which 
the traffic of Southern California was divided as between the Santa 
Fe, the Southern Pacific and yourselves? 

A. Not to my knowledge. 

Q. "Was any kind of an agreement, any agreement of that kind 
made, of which you have any knowledge? 

A. Not to my knowledge, absolutely. 

Q. Was any consideration given to the fact that there was a great 
volume of trade down here, traffic of that kind, which could be 
divided in the making of this agreement, or in the making of the 
other agreements that you made with the Union Pacific and with 
the Southern Pacific? 

A. Yes, sir. In that respect it was given business. We were com- 
ing into Southern California with a main line and practically no 
branches to the points of origin of the most valuable traffic 

1180 in Southern California, the citrus fruit traffic and vegetable 
traffic. We felt that by making that agreement with the 

Southern Pacific, whereby they agreed to give us the same rates as 
a connection that they did with any other road — ^if you will notice 
the agreement there, that we were, through a company whose lines 
ramify through all Southern California, to put ourselves in touch 
with the point of origin of this very valuable freight, without having 
to wait for the time necessary to build, or to go to the expense of 
building branch lines to these particular places, and that was the 
reason the agreement was made. Of course, we considered, with 
reference to the rates for that privilege that we could very well afford 
to do that for the company that would give business to us, for the 
good of being in touch with this valuable traffic. 

Q. That would keep you from building roads in Southern Califor- 
nia and reaching out for business yourselves? 

A. It would keep us, you say — is that it? 

Q. Yes. I say it would keep you from building roads in Southern 
California and reaching out for business there ? 

A. It would make it possible to get the business. 

Q. Without building a road? 

A. Yes, sir. Of course, we might build a road if we wanted to. 
But anyway it gave us a chance, if anybody wanted to ship over our 
lines whose packing house happened to be along the Southern Pacific 
lines, to do so, and the Southern Pacific penetrates almost every part 
of Southern California. It gives us a chance to get that business, 
because they made that contract to deliver it to us under certain 
favorable terms. 

1181 Mr. Dunne. Mr. Gibbon, you appreciate, do you not, that 
in the operation of competing roads, rates will, generally 

speaking, be equalized? The one railroad meets the rates of the 
other, does it not? 
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Witness. I know that as a fact in the operation of railroads. I 
know that is the result. 

Mr. Dunne. In point of fact, Mr. Gibbon, a great deal of undue 
significance has been given to the subject-matter of competition be- 
tween railroa,ds in mere rates. Is not the substantial and forceful 
competition, competition in service and facilities, rates being 
equated ? 

Witness. Well, I think it is. I am not a railroad expert, and 
don't pretend to be. But it seems to me that in the business of 
Southern California, especially the kind of business on shipments 
that originate here, that service is quite as prime a factor as rates, 
because it is very important to the successful handling of that busi- 
ness that it get east as soon as possible. 

Commissioner Lane. If that is so, do you think that it promotes 
the most effective and eflicient service to have the line between Salt 
Lake City and Los Angeles controlled by those who have the Union 
and the Southern Pacific, and the Southern Pacific system? The 
witness has been asked to volunteer an' opinion. I suppose he can 
give his opinion there. 

Witness. I have no objection to giving it. I have always felt, if 
the Commissioner please, that the physical superiority of the line 
between here and Salt Lake City, and the fact that it connects 
1182 with the Union Pacific there, would necessarily command for 
that line a very large proportion of the traffic originating here, 
notwithstanding the fact that you may argue that some of the in- 
terests connected with the San Pedro line have other interests which 
you might say could be made opposing interests in the ownership 
of interests in other lines of road. For this reason, if there is, for 
instance, actual competition on the part of the Santa Fe, our rate to 
Salt Lake City furnishes a link in the only road that can compete 
with that road in handling expeditiously the kind of commerce that 
is to be handled expeditiously from this country, with the possible 
exception of the Southern Pacific. But the people whose dual inter- 
ests are supposed to produce the objectionable result that your Honor 
spoke about a moment ago, if they ship on the Southern Pacific, get 
a division of 700 miles as against all the remainder going to a foreign 
line, if they ship to El Paso and turn it over, for instance, to the 
Kock Island, whereas if they ship over our line they get a division 
from the half interest, their interest for the less than 800 miles be- 
tween here and Salt Lake, and they get all the remainder for the haul 
by the Union Pacific — and what is the length of the Union Pacific? 

Mr. Severance. A thousand miles. 

Witness. Suppose we halve 800 miles and you add to that the 
Union Pacific ; that gives us 1,400 miles of haul, practically, whereas 
they get, if they send it over the El Paso, and by the El Paso gate- 
way, but 700 miles, as I say. I don't pretend to be a railroad expert, 
but these matters suggested themselves to me as matters of common 
sense in relation to this matter. 
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1183 Mr. Dunne. Mr. Gibbon, you are familiar with the provi- 
sions of the Interstate Commerce law, as provided, by which 

a rate shall not be increased or lowered except upon 30 days' notice? 

Witness. Yes, sir. 

Mr. Dunne. That notice must be given to the Commission, must 
it not? 

Witness. Yes, sir. 

Mr. Severance. I suppose, if I may 

Commissioner Lane. Just a moment. I want to continue this liiie 
for a moment. 

By Commissioner Lane : 

Q. You do not understand, Mr. Gibbon, that the publication that 
is required by the Interstate Commerce law, the giving of 30 days' 
notice, in any way deprives a railroad of the right of reducing rates? 

A. Of the right to reduce rates? 

Q. Yes, sir. 

A. Why, my impression is that they had no right to make a change 
in the rates. 

Q. That they have no right to make a change in the rates except 
upon 30 days' notice? 

A. Yes, sir. 

Q. But they can, by giving the 30 days' notice ? 

A. Yes, sir ; by giving that notice. 

Q. I don't understand that you have answered the question that I 
put to you. You have got a line from Los Angeles to Salt Lake 
City? 

A. Yes, sir. 

Q. In answer to Mr. Dunne, you said the great question in rail- 
roading today is not so much the question of rates as it is the ques- 
tion of facilities? 

A. Yes, sir. 

Q. The question of getting cars and the question of their 

1184 prompt movement? 

A. Yes, sir. 

Q. And the question of the proper handling of the fruit that has 
to go? 

A. Yes, sir. 

Q. You spoke also of the Santa Fe road being a competitor of the 
line between Los Angeles and Salt Lake City ? 

A. Yes, sir. 

Q. And controlling the rates. Would it be better for the people 
of Southern California, if we are going into matters of opinion, in 
the way of obtaining facilities, to have another road that would com- 
pete with the Southern Pacific, as well as the Santa Fe ? 

A. Yes, competition, actual competition, in both rates and service, 
of course — ^if I understand your question. 

Q. Then it would be your judgment that if you could have put 
through the road from Los Angeles to Salt Lake City without the 
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combination with the Oregon Short Liiie, that that would have been a 
better thing than the combination, not as a railroad proposition, but 
as a service proposition, because it would have developed competition 
in the matter of facilities ? 

A. When I answer that question fully, as I view it — I suppose you 
want my view simply. Of course, it is only a matter of opinion. 

Q. Yes. 

A. I would say no. I certainly doubt the possibility of maintaining 
in a serviceable condition a line of railroad from Los Angeles to Salt 
Lake City, built and operated as that road would have been built 
and operated if it had had the competition of another line practically 
parallel which would have had all of the business of the Union Pacific 
go to it; I don't believe it could have been maintained in such a posi- 
tion as to have been a factor in the fruit business on this coast. 
1185 Q. Then your understanding is, that because the Union 
Pacific could compel the Oregon Short Line, on its line from 
Salt Lake City down to Los Angeles, which was projected, to give 
it all of its California business, that it would not have been advan- 
tageous for your road to have built separately? 

A. I think the Union Pacific California business is of much more 
importance than the Oregon Short Line California business. 

Q. It was, then, the power of the Union Pacific and the value of 
that connection which made it impracticable to have two roads from 
Salt Lake to Los Angeles ? 

A. I believe it would have been, as a mechanical proposition, im- 
practicable, because the Union Pacific line — it is not necessary for me 
to suggest to the Commissioner, who has made a study of those 
things — ^when it comes to the matter of dispatch of freight and of the 
mechanical handling of freight, the Union Pacific line is so much 
superior to any other connection there, that with the Union Pacific 
line having a fruit line to Southern California, it would have been 
so thoroughly in control of the fruit situation that it seems to me 
the other line would not have fared very well, and I doubt if it would 
have been a serious factor in the transportation situation from here. 
I know we thought it was better to join in partnership with another 
interest and get the line through than to submit ourselves to the dan- 
ger of it. 

Q. Was it better for you to have the one connection than it would 
have been to have had two ? 

A. But we have two at the present time. 

Q. You have two? 
A. Yes, sir. 
1186 Q. And you have through rates, joint rates, over the Den- 
ver & Rio Grande? 

A. Yes, sir; just the same as we have over the Union Pacific, I 
, understand. 

Q. Was it contemplated by you that you would have connection 
with the Union Pacific if you ran through from Los Angeles to Salt 
Lake City, originally, "as an independent line? 
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A. We hoped that we would. 

Q. Was there any reason why you would not? 

A. No reason that we knew of at that time why we would not. 
But later on we discovered that the interests of the Union Pacific 
would require it to have some sort of a connecting line in southern 
Califonia, or a very considerable interest in that sort of a line. 

Commissioner Lane. That is all. 

By Mr. Severance : 

Q. Why did its interest require it to have that ? It had not had it 
for all the years the Union Pacific had been built, had it? 

A. As to whys and wherefores, I can hardly be expected to answer 
for them. It was very evident to us, however, that they were going 
to do it, because they had incorporated all the companies for that 
purpose, and they were in the field surveying and getting material 
together, and it was the practical question of what we had to face 
that we had to deal with. 

Q. And they went through the work of incorporating these com- 
panies, and put their surveyors in the field, only after you people 
had started out to build an independent line to Salt Lake City? 

A. Yes, sir. 
1187 Q. Prior to that time they had been compelled to serve 
California either through the El Paso gateway or the Sacra- 
mento gateway? 

A. Yes, sir. 

Q. And they had made no move whatever to serve them through 
a direct line from Salt Lake, or any Utah point thereabouts ? 

A. No, sir. 

Q. So when you said it was necessary, that necessity did not arise 
until you proposed to build an independent line? 

A. Well, the public had no evidence that it had arisen at that 
time, certainly. 

Q. Mr. Dunne a few moments ago asked you a question about the 
30-day provision of the interstate commerce law, evidently with the 
purpose of showing that this contract, to some extent at least, sup- 
pressing competition, would be a reasonable thing because of the 30- 
day provision? 

Mr. Dunne. No, that was not my point at all. 

Mr. Severance. That 30-day provision was not in force at all 
when those contracts were made, was it ? 

Witness. No, sir. 

Commissioner Lane. I think I would like to know just what his 
point was. 

Mr. Severance. What was your point? 

Mr. Dunne. It was simply to suggest to your Honor that when 
rat«s are raised or lowered under the new law, all lines are advised 
by 30 days' notice, and they meet the rate and the rates are equated, 
and the forceful proposition is the proposition of service and facili- 
ties. 
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Q. Then I will suggest to you : At the time this contract was 

1188 made this situation did not exist, and any line could lower a 
rate without giving 30 days' notice, could it not ? 

A. Yes, sir. That is my understanding of the law. 

Q. And you understand further than that that our friend Mr. 
Stubbs, and other traffic men, did lower rates on much less than 30 
days' notice, do you not ? 

A. I presume they did. 

Q. And you realize, do you not, that the Southern Pacific line, at 
the time you entered into these contracts assumed that you would 
know enough to lower rates on less than 80 days' notice ? 

A. I suppose so; I suppose the same law that applied to them 
would apply to us, of course. 

Q. Now, another thing. You have suggested that the Union Pa- 
cific is your best connection because they are in a position to give 
better service and quicker service than any of their competitors? 

A. Yes, sir. 

Q. Is it not a fact that for a short time in the year 1905, the Salt 
Lake road gave its fast citrus fruit train service to the east? 

A. Just what year it put that service on, and the history of it, I 
don't know. 

Q. You recall such a thing, do you not ? 

A. Yes, sir. 

Q. You knew it? 

A. Yes, sir. 

Q. And is it not a fact that those trains ran east over the Denver 
& Rio Grande? 

A. That I don't know. I don't think so, but, however, I don't 

know. I am quite sure, as a matter of most elementary knowledge 

of the physical conditions of railroads, that you cannot make a good 

service, as good time, over the Denver & Rio Grande, with their 

1189 heavy grades, as you can over the Union Pacific with the 
grades eliminated to a great extent. 

Q. I dare say you will agree that the amount of traffic on a road 
has something to do with the facility of moving trains ? 

A. Yes, sir. 

Q. And you know, do you not, that all the business over the 
Oregon Short Line, and from the O. R. & N., and all the business 
coming from the Southern Pacific and San Francisco and going over 
the Southern Pacific to San Francisco, is poured into the Union 
Pacific? 

A. Yes, sir. 

Q. All of that easterly traffic has to be taken over the Union 
Pacific? 

A. Yes, sir. 

Q. And you knew also that the Denver & Rio Grande was not a 
part of the system of which the Union Pacific was a part, did you 
not? 

71535— VOL 2—09 13 
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A. Yes, sir, to be sure. I assume, however, in reference to that, 
and as to the application of what I said as to fruit shipments from 
Southern California, that any railroad attempting to handle the 
citrus fruit trade, for instance, will do it on a preferential schedule 
which will give that freight the right of way over almost any other 
freight they have. So, that being the case, the amount of freight on 
the line would not cut much figure. 

Q. Are you aware of the fact that the service has deteriorated to 
such an extent that, instead of making a six days' trip to Chicago, as 
you did for a short time, it becomes very often from 10 to 14 days? 

A. Well, no, but I presume, like all service now, it is congested on 
account of the impossibility of their getting motive power to move 
the freight. 

1190 Q. They have sufficient motive power to move citrus fruits, 
if they are giving them the preference, have they not ? 

A. That is a question whether they have or not. It is very dif- 
ficult even to get enough to move their passenger traffic through. It 
is a most unfortunate condition of affairs with all roads. 

Mr. Severance. That is all. 

By Mr. Kellt : 

Q. Mr. Gibbon, referring to the contract attached to Mr. Millar's 
testimony, Exhibit 41, dated June 18, 1903, between the Short Line, 
the Union Pacific, and the San Pedro road, will you please look at 
section 6 of article 4 and see whether you had anything to do with 
the construction of that section, and, if so, you may state the reason 
for its adoption. 

A. (After examining the exhibit.) Yes, sir, I did. I recall very 
distinctly the discussion which resulted in the adoption of that 
section. 

Mr. Severance. Would you mind reading that? I don't recall 
just what it is. 

Witness. Certainly. " Section 6. It is covenanted and agreed that 
said Short Line Company and its connections, the said Union Com- 
pany, and each of them, shall have the right to name and make the 
through rates between points (that is, in both directions) on or 
reached via their respective lines and points on the line of said San 
Pedro Company's road in Utah for business which said Short Line 
Company or said Union Company might give to or receive from said 
San Pedro Company in competition with all other connections 

1191 of said San Pedro Company ; provided, however, that, on de- 
mand, said Short Line Company and said Union Company 

shall join said San Pedro Company in any through rates necessary to 
meet the rates offered by any competing line for such business." I 
might probably answer your question better by giving a little short 
history of the matter. 

Q. That is what I want. 

A. I remember very distinctly when Mr. Stubbs proposed this sec- 
tion, leaving out, or which did not have in the latter four lines, be- 
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ginning with the word " provided," after the " ; ". We, of course, 
viewed with some degree of disfavor at first, and as giving rather 
more control over our line than we thought was proper, the section 
as it stood. And the argument was this: We are about to sell you 
500 miles in all of the system of the Oregon Short Line, which has 
been of very great value to the remaining part of that system and also 
to the Union Pacific, in which the interests are identical or largely so, 
as a feeder for gathering and distributing traiSc over our through 
lines. Now, we don't want to put you in a position, in selling you 
this line, to make an agreement with somebody else, some other com- 
petitor, by which you could use the lines we are turning over to you 
as a stick to crack our heads with, so to speak. Therefore, if it be- 
comes necessary to protect the traffic and carry it over our lines as 
against a competitor we want the right to make the rates, to preserve 
that. We suggested as a complement to that, as reciprocal to that, 
that they must also add this provision : " Provided, however. That on 
demand said Short Line Company and said Union Company 

1192 shall join said San Pedro Company in any through rates neces- 
sary to meet the rates offered by any competing line for such 

business," and that, if I may illustrate, works this way: Of course 
this contract is made for a long time, and we naturally expect a lot 
of other competing lines to be in that territory before the term of the 
contract is completed — that is the natural history of railroading 
everywhere. For instance, it could be used in this way for the pro- 
tection of the Southern Pacific Company and the Oregon Short 
Line 

Q. (Intg.) You mean the Union Pacific Company? 

A. I mean the Union Pacific and the Oregon Short Line. We 
ship a lot of wool from Southern California, and it goes over the 
Rio Grande, to which line we deliver it at Provo. Others go over 
the Southern Pacific. If the Kio Grande, in order to get all of that 
wool, were to make a cut in rates, which, however, did not cut our 
rate, or if we wanted, on account of some promise of reciprocity in 
traffic, to favor them we could not do that, because the Southern 
Pacific and the Union Pacific could come in to force us under this 
stipulation of the contract to adopt a competitive rate which would 
give them an equal show for that shipment. But conversely, suppose 
the Rio Grande were moving a lot of valuable freight, moving from 
Denver to Provo, which is a competitive point between our line 
and the E-io Grande. Suppose, in order to cut us out of any of that 
haul that had been coming around by the Union Pacific and been 
going over our line to Provo, the Denver & Rio Grande were to 
give them a reduced rate, we could turn around and force the 
Union Pacific and the Oregon Short Line to give us a rate 

1193 which would protect us against that reduction. And we felt 
that the thing being mutual in that way — of course we saw 

considerable force in the argument that these lines turned over to us 
might be used against the very people selling them to us, and we 
felt that if there was added to that our right to protect ourselves by 
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making the rates over their lines on incoming and outgoing competi- 
tive business, just as they reserved that right to make rates over our 
lines, it might be a provision valuable to us at that time, and grow 
very much more so in the future. 

Q. In other words, the rate-making power, discussed yesterday by 
questions and answers, under this section 6 you understood to have 
been made reciprocal ? 

A. I think so, yes. We understood that to be the force of it. 

By Commissioner Lane: 

Q. How could this road as to Utah ever be used in that way, when 
half of the stock Was owned by your people and hal:J by the Harriman 
people? They would have a veto upon anything of the kind. 

A. How could it ever be used in what way, sir ? 

Q. In the way of developing competitive business and diverting 
the business to the Denver & Rio Grande. 

A. Well, it seems to me it is proper, for by the Union Pacific 
and Short Line insis,ting on putting that in, it appears they had an 
idea that it might be used in that way sometime — else they would 
not have tried to safeguard that. However, if the condition was 
such as the Commissioner supposes, then the section would be useless 

and would have hurt no one. 
1194 Q. But it is subject to another construction. The clause 
itself is subject to another construction than that one which you 
gave, is it not? 

A. I don't see that it is. What construction is it, sir? 

Mr. Dunne. What construction has your honor in mind ? 

Witness. I was not endeavoring to construe the clause but to give 
the history of it. 

Mr. Dunne. That is the purpose of it. 

Q. That is its purpose? 

A. Well, its purpose is what it says, I think, to give them the right 
if they want to use it for their protection, to name rates over our 
lines, just as the succeeding clause, beyond any doubt, we feel, because 
we suggested the wording, gives us the right, if it becomes necessary 
to our protection, to name rates over their lines, and they must live 
up to them. 

Q. How far would you say your right under that clause to name 
rates over their lines would go ? 

A. Just as far as theirs — that they would join us in any rates neces- 
sary to protect us from competition. It was intended to have exactly 
the same scope, and to be entirely reciprocal. 

Q. Would that extend — I haven't the clause in front of me — to 
the Southern Pacific line? 

A. Oh, no ; simply to the Union Pacific and the Oregon Short Line. 

Mr. Dunne. Would your honor like to see it? 

Mr. Seveebnce. Hete is the section. ^ 
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Comr. Lane. Section 6, I understand, and the Southern 

1195 Pacific has nothing to do with that, then. [The Commissioner 
examines the section.] 

Mr. Seyekance. May I ask the witness a question, your honor ? 
Comr. Lane. Yes, sir. 

By Mr. Severanc3e : 

Q. Mr. Gibbon, calling your attention again to this section, which 
his honor has before him, it is a fact, is it not, that under that section 
the Union Pacific has the right to make all the rates in and out, in . 
connection with your line ? 

A. On competitive business, yes; they cannot compete with them. 

Mr. Severance. May I take the agreement? 

Mr. Dunne. You take my copy, if you like, Mr. Severance. 

Witness. It refers to business that could be handled by a com- 
petitor. 

Q. Here is the way it reads : " It is covenanted and agreed that said 
Short Line Company and its connections, the said Union Company, 
and each of them, shall have the right to name and make the through 
rates between points (that is, in both directions) on or reached via 
their respective lines and points on the line of said San Pedro Com- 
pany's road in Utah, for business which said Short Line Company, 
or said Union Company, might give to or receive from said San Pedro 
Company in competition with any and all other connections of said 
San Pedro Company." 

A. Yes, sir. 

Q. Now, they have the right to fix those rates ? 
A. On competitive business, yes, sir. 

1196 Q. That is to say, competitive with connections of the San 
Pedro Company? 

A. With their connections, yes, sir. 

Q. Yes, I understand. That gives them the right then, in all that 
territory, in the first instance, to make the rates — ^I mean in the ter- 
ritory that is competitive ? 

A. Yes, sir, as to business in the territory that is competitive. 

Q. We will not misunderstand each ' other. Let us develop just 
what this section means. Then the rate, irrespective of whether it is 
satisfactory to you or not, is made by them — they have the right to 
make these rates, and you are compelled to accept those rates ? 

A. Yes, sir. 

Q. If for reasons of his own, independent of this particular mat- 
ter ; if by reason of traffic in other sections that might be competitive 
as to some particular industry, Mr. Stubbs is of the opinion that it 
would be a good thing for the Union Pacific to put in a certain com- 
petitive rate over his line and yours, you are compelled to take it, no 
matter what the considerations are that impel Mr. Stubbs to put in 
the rate? 
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A. No, sir, it is qualified. 

Q. What is the qualification? 

A. It is qualified by this : If he should name a rate there not neces- 
sary to protect them from competition, but which would lay us open 
to competition, I think the provision would give us a right in that 
connection 

Q. (Intg.) Is there any provision about that? 

A. Read on. 

Q. I am coming to that in just a minute. The proviso that you 
say you put in there for the protection of your company, 

1197 is simply that on demand they shall join you in any through 
rates necessary to meet any rates offered by any competing line 

for said business? 

A. Yes, sir. 

Q. That is to say, suppose the Rio Grande Western, or any other 
competitor, should offer a lower rate. That is what that is to cover, 
is it not? 

A. Yes, sir. 

Q. To protect you against a competitor offering a lower rate? 

A. Yes, sir. 

Q. But you have no protection against Mr. Stubbs putting in an 
unduly low through rate to that territory himself, have you? Sup- 
pose the competitor says " No ? " 

A. Yes, sir, we have this protection. 

Q. What is your protection? 

A. We have, of course, the protection that every man has against a 
man doing a thing that would be very poor as a matter of business 
policy. Under our agreement as to the division of rates, they are 
bound to allow us as much as we do upon the division of that rate. 

Q. But I understand the case that was put a few moments ago — 
suppose they can secure a large amount of traffic for your system — 
you know you have a short line of road in Utah, comparatively 
speaking ? 

A. Yes, sir. 

Q. If, whatever the considerations are that move Mr. Stubbs to do 
it, or Mr. Munroe, or whoever may put in the rates, they deem it 
wise for their interest to put in a rate there, you have got to stand it, 
have you not? 

A. Yes, sir, we have got to stand it, unless, as I say 

Q. (Intg.) You have got to stand it in any case, and the 

1198 only protection you have is that when some competitor makes 
a rate, you have a right to have them meet it? 

A. Yes, sir. 

Q. Otherwise you are completely in their hands ; unless a compet- 
itor makes a rate that you want to meet, you are absolutely in their 
hands? 

A. If it be supposed that they could carry traffic so much cheaper 
than we could that they could afford to do a thing of that sort, it 
might, of course, work a very great hardship upon us, which would. 
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of course, result in a corresponding benefit to the public, whoever 
should have the benefit of these rates, and I don't know that the 
Commission would object to it upon those grounds. 

Q. That might be so. The public might benefit in one section and 
lose in another, because they are not confined to one little single line 
of track as you are ? 

Mr. Dunne. Mr. Gibbon, do you understand that the right of the 
Oregon Short Line and its connection, the Union Company, to make 
these rates in and out of Utah, applies except with reference to such 
business as the Short Line — I am reading from the contract — or the 
said Union Line might give to or receive from said San Pedro Com- 
pany in competition with any and all other connections of said San 
Pedro Company? 

Witness. Oh, no; we limited it with that character of business 
when we started. 

Mr. Severance. That is understood. 

Mr. Dunne. I do not understand your question that way. 

Mr. Severance. Oh, yes. It is through business. 

Mr. Dunne. It is not only through business, Mr. Severance, 
1199 but it is the through business expressed in paragraph 6. 

Mr. Severance. Undoubtedly. Why, certainly. I am quite 
familiar with that. 

Witness. However, I don't think we need any more protection 
than that in any direction. 

Mr. Severance. But the language is unambiguous that they give 
over the rate-making power to the Union Pacific, except where an- 
other line makes a cut 

Mr. Dunne (Intg.) Mr. Gibbon, you do not understand, do you, 
that you have given over the rate-making power on through rates 
to the Union Pacific or the Short Line, except upon business which 
that company might give to or receive from your company, in com- 
petition with any or all other connections of your company? 

Witness. Absolutely not. That is what the section says. 

Comr. Lane. That is, they can make the through rates obtaining 
on traffic originating in Utah on your road as against the Denver & 
Rio Grande. 

Witness. Yes, sir. 

Comr. Lane. Or any other road that connects with your road? 

Witness. Yes, sir. We can do the same thing on their rate as 
against a rate which the Denver & Eio Grande might make 
against us. 

Q. But you can not do that except to meet a rate put into effect 
by the Denver & Eio Grande ? 

A. Yes, sir. 

Q. You can not initiate a rate, in other words ? 

A. No, sir. 

Q. You are absolutely tied up, so far as initiating any rates is 
concerned ? 

A. Yes, sir. 
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1200 By Mr. Dunne: 

Q. Mr. Gibbon, you are not tied up so far as initiating rates 
is concerned, except where the business is competitive, within the 
liniitations of that section? 

A. No, sir; there is nothing in that that would prohibit us from 
making a cut in the rate ourselves; that does not tie us up in that. 

Q. Let me put this question to you, Mr. Gibbon: This contract 
recites that they shall have the power to initiate rates ? 

A. Yes, sir. 

Q. That they shall have the power to initiate rates with reference 
to a certain kind of business? 

A. Yes, sir. 

Q. And with your permission I will hark back to the precise words 
of the contract, " which the Short Line Company or said Union Com- 
pany, might give to or receive from said San Pedro Company, in 
competition with any and all other connections of said San Pedro 
Company." 

A. Yes, sir. 

Q. That is the competitive business you have in mind ? 

A. Yes, sir. 

Q. Now, let me instance a shipment. Take a shipment of wool 
priginating at Milford, if I am correct that such a shipment would 
originate at such a point — I take it simply for the purposes of illus- 
tration. Milford is a point in Utah, is it not ? 

A. Yes, sir. 

Q. Denver is a point in Colorado? 

A. Yes, sir. 

Q. A movement of wool from Milford, Utah, to Denver, Colorado, 
would be an interstate movement? 

A. Yes, sir. 

Q. Under this contract, you have a connection not only with 

1201 the Union Pacific for Denver, but also with the Denver & 
Rio Grande, have you not? 

A. Yes, sir. 

Q. So that business might be given to or received by you from 
either of those two connections? 

A. Yes, sir. 

Q. Now, if you have a through rate with the Union Pacific on wool 
originating at Milford and destined to Denver, and the Denver & 
Eio Grande, for" the purpose of taking that business off the rails of 
the Union Pacific, should come to you and offer to shrink its pro- 
portion of the through rate, so that a less through rate would obtain 
by your connection with thfem, the Union Pacific would have a right 
to protect itself, as being your preferred connection, by its making 
the rate and insisting that you adhere to the rate as made by it? 

A, That is my understanding of the scope of the provision. 

Q. Now, going around the other way. Provo is a competitive 
point, is it not, between the Denver & Rio Grande and between the 
Union Pacific and your line into Provo ? 
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A. Yes, sir. 

Q. The Denver & Kio Grande could pick up a shipment at Denver 
and carry it through to Prove, could it not ? 

A. On its own rails. 

Q. And at its own rate, could it not, Mr. Gibbon ? 

A. Yes, sir. 

Q. That same shipment could move in by the way of the Union 
Pacific and your line? 

A. Yes, sir. 

Q. Into Provo? 

A. Yes, sir. 

Q. You have a through rate with the Union Pacific ? 

A. Yes, sir. 

Q. Suppose that the rate quoted by the Denver & Rio Grande 
, from Denver to Milford is so low relatively to the through 

1202 rate that you have with the Union Pacific, that the business 
moves preferentially along the line of least resistance, by the 

lower rate? 

A. Yes, sir. 

Q. Across the line of the Denver & Eio Grande? 

A. Yes, sir. 

Q. Are you not authorized, under this contract, to go to the Union 
Pacific and say, "We insist in our turn upon making the through 
rate from Denver to Provo, so that we can meet the competition of 
the Denver & Rio Grande? " 

A. We so construe that. 

Q. And are they not compelled, no matter what the views of my 
imperial friend, Mr. Stubbs, may be, as he seems to be characterized 
upon the other side — ^no matter w^hat his views may be, he would be 
compelled to yield to your demand, would he not? 

A. We supposed that to be the force of the section when we dic- 
tated it. 

Mr. Severance. That is very nice. I don't think anybody doubts 
anything you have brought out, Mr. Dunne. 

By Mr. Severance : 

Q. Let me ask you this question, Mr. Gibbon. Under this section, 
you can not make any cut in a through rate, can you, unless a line 
competing with the Union Pacific has first made the cut. 

A. Why, yes, I don't see why not. Why can't we ? 

Q. Let us see if you can. 

A. If I understand the force of your question 

Q. (Intg.) I don't think you do, or you would not answer it that 

way. It reads : " It is covenanted and agreed that said Short Line 

Company and its connections, the said Union Company, 

1203 and each of them, shall have the right to name ajid make the 
through rates between points (that is, in both directions) on 

or reached via their respective lines and points on the line of said 
San Pedro Company's road in Utah, for business for which said 
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Short Line Company, or said Union Company, might give to or 
receive from said San Pedro Company in competition with any and 
all other connections of said San Pedro Company." Of course, my 
question applies to this competitive business. 

A. Yes, sir. 

Q. You have no right to cut that rate unless the conditions obtain 
that is contained in this section? 

A. That is correct. 

Q. And then comes the other clause : " provided, however, that 
on demand, said Short Line Company and said Union Company shall 
join said San Pedro Company in any through rates necessary to 
meet the rates offered by any competing line for such business." 

A. Your idea is, then, that if they had taken the initiative in mak- 
ing a rate, then we have no right to disturb that rate. That is your 
idea, as I gather? 

Q. That is it exactly, Mr. Gibbon. 

A. We have no right to disturb it except under the excuse of claim 
of competition. Is that it? 

Q. Yes, by another line. 

A. Yes, I think that is true. 

Q. So you have no power to make rates at all on that through 
business that is competitive — as competitive business is defined in that 
section ? 

A. Except when it is necessary to protect ourselves. 

Q. You are absolutely in the power of Mr. Stubbs, or his sub- 
1204 ordinate, so far as making that rate is concerned, until the Rio 
Grande comes in and makes a cut ; until that is done, you have 
got to hold that rate, and you can not extend a promise to the shipper 
that if he will go and locate a big industry on your line, you will 
assure him a low rate to his market, and so build up the business of 
the company? 

A. I suppose in connection with that statement, I might add that 
it would be impossible for the Union Pacific to execute that power, 
arbitrarily, that is, to the injury of our line in a lowering of the 
rates, since they are bound to join in any loss to which we would be 
subjected, and in the second place, the lowering of rates in such a 
way would be very gratifying to the public on the lines served. 

Q. You have said that before, Mr. Gibbon. That is not a new sug- 
gestion. But this is a fact, is it not: That there might arise many 
contingencies by which it would be for the interests of the Union 
Pacific, by reason of its vast system, to make rates into your territory 
which would not be profitable rates taken by themselves ? 

A. To them? 

Q. Yes, certainly. Whereas, by doing that, they might secure large 
benefits in other quarters. You are helpless against them, are you 
not, in such an event? 

A. Yes, sir, we would be, I presume. 

Mr. Severance. That is all. 
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Witness. But with reference to that particular clause, I confess 

that I can not conceive of any conditions arising which would justify 

their doing that, on the ground of getting some advantages 

1205 somewhere that would reciprocate to them for those low rates. 
I can not conceive it. It is a condition of railroading which I 

can not now imagine. 

Mr. Dunne. No matter how many competitive connections might 
be made, or how many competitive points might be multiplied, like 
the analogy I suggested of Provo, you can compel them to make a rate 
which would enable you to meet that competition ? 

Witness. We think so. That was what the section was intended 
to accomplish. 

Mr. Dtjnne. Well, your Honor, we have very nearly reached the 
hour of 12. Shall we adjourn? 

Commissioner Lane. Are you through with the witness? 

Mr. Severance. I think so. 

1206 Mr. Severance. I next offer, pursuant to stipulation, the 
testimony given by K. E. Wells, a witness before the Inter- 
state Commerce Commission, who testified February 8, 1907, at the 
City of Los Angeles, California. I understand it is agreed by all 
parties that this testimony may be written into the record and have 
the same force and effect as though Mr. Wells were upon the stand 
giving the same testimony ? 

Mr. LovETT. Yes. 



E. E. WELLS 
testified : 

Examined by Mr. Severance : 

Q. Mr. Wells, where do you live ? 

A. In Los Angeles. 

Q. How long have you lived here ? 

A. Six years, barring two years that I was in Salt Lake. 

Q. What is your business ? 

A. The railroad business. 

Q. How is that? 

A. I am general manager of the Salt Lake Railroad. 

Q. How long have you occupied that position ? 

A. Six years. 

Q. When you first came to the Salt Lake Eailroad, what lines 
did it have ? 

A. Simply what was known as the old Terminal line. 

Q. And you operated that, did you ? 

A. Yes, sir. 

Q. What is the nature of the traffic that was carried over that 
line? 
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A. Lumber, chiefly. 

Q. Bringing in lumber from San Pedro to Los Angeles? 
A. Yes, sir. 

Q. Was there any fruit moved out over that line ? 
A. Yes, sir. 

1207 Q. Going to what place? 

A. I could not say — eastern -points. That came off our 
Glendale branch. 

Q. What rate did you make on fruit in connection with the 
steamers ? Did you have a joint rate ? 

A. T could not say. I don't think any fruit moved that way. 

Q. Oh, I thought you said some fruit did move that way ? 

A. Oh, no. Then I misunderstood you. It was turned over to 
either the Southern Pacific or the Santa Fe here. 

Q. Oh, I asked you if it was turned over at San Pedro. I 
misunderstood your answer. So that, so far as this freight business 
was concerned in those days, it was practically confined to lumber? 

A. Yes, sir ; that is it. 

Q. What were your first duties in connection with the Salt Lake 
road; that is, the new road, as distinguished from the old line to 
San Pedro? 

A. Oh, anything — I don't know— I don't remember — I don't know 
just what you mean. 

Q. What jurisdiction did you have? What did you have juris- 
diction over ? 

A. What little there was here. 

Q. What little there was there, outside of the terminals ? 

A. From here to Glendale, 10 miles, and from here to Pasadena. 

Q. Yes; I am familiar with that. But I mean after you had 
begun to construct the new road, what did you first do ? When I say 
" the new road" I mean the line to Salt Lake ? 

A. I had nothing to do with the construction of it. 

Q. You had nothing to do with the construction of it? 

A. No, sir. 

Q. But you said you were at Salt Lake City for a while? 

A. Yes, sir. 

Q. When did you go there ? 

A. I went there in May, 1903, after the line south of Salt 

1208 Lake, the Oregon Short Line south of Salt Lake, or rather 
the lines, were taken over by our company. 

Q. They were not taken over until June, were they? 
A. July 7th, as I remember. 

Q. You went there before they were taken over, did you — a little 
before they were taken over ? 
Mr. Kelly. What year are you talking about, Mr. Severance ? 
Mr. Severance. 1903. 
Mr. Wells. 1903, yes. 

Q. Up to July, 1903, who operated those lines in Utah ? 
A. The Oregon Short Line. 
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Q. Then they were operated as part of the Oregon Short Line 
system, in the same manner that they theretofore had been operated ? 

A. So far as I know, yes, sir. 

Q. For a year after the contract was made between Mr. Harriman 
and Mr. Clark, which has been introduced in evidence ? 

A. Yes, sir. 

Q. On July 9, 1902? 

A. Yes, sir. 

Q. When you took your position over there with the Short Line, 
it was publicly annoimced that the Salt Lake had taken over the 
property ? 

A. Oh, yes. 

Q. And you went from here to handle that end ? 

A. Yes, sir. 

Q. Who did you leave in charge of the operation at this end ? 

A. Well, as Mr. Clark stated yesterday, he was practically in Charge. 

Q. How much of the line was built when you went over there ? I 
mean this end of the line. Had you built out to Riverside then ? 

A. No. It was out somewhere — well, somewhere between 
1209 Riverside and here. 

Q. Who had charge of the tra^c on that end of the line, the 
Salt Lake end, beginning July, 1903, when you went over there? 

A. Prior to my going there ? 

Q. No, after you went there. 

A. After I went there, Mr. Gillett, Mr. E. W. Gillett, our General 
Freight and Passenger Agent. 

Q. Where was he? 

A. Well, his headquarters were here. He spent a good deal of 
time there, however. 

Q. Was there any change made at that time in the rates on the 
lines taken over by your company, prior to the completion of the 
other line ? 

A. I think not, but I don't know. I don't know of any. 

Q. Did you find in existence, when you went there, a division sheet 
as between those lines and the Union Pacific ? 

A. That I could not say. The details of the traffic, I was not 
familiar with. 

Q. Well, was a division afterwards agreed upon? 

A. It naturally must have been, yes. 

Q. Do you know anything about what that division is? 

A. No, I do not. 

Q. You don't know now ? 

A. No, sir, I do not. 

Q. Mr. Clark said that the traffic department reported to you. 

A. So they do, in a general way. 

Q. But they never report that to you ? 

A. No, sir, I don't think they do. 

Q. So you know nothing about the division between the Union 
Pacific and the Salt Lake road ? 
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A. Not the details of it, no. 

Q. I don't care anything about the details. I mean the 

1210 scheme on which the division is made. Is it made on a mileage 
basis, or on a basis in connection with computation of the locals, 

or how is it done? 

A. I think it is a matter of contract — in that contract. 

Q. But you do not recall how that contract provides, or how it 
figures out? 

A. No, sir ; I do not. 

Commissioner Lane. Mr. Wells, have you copies of your division 
sheet? 

Witness. Yes, sir. 

Commissioner Lane. That is, you have got them here, have you 
not? 

Witness. They are all filed with the Commission. 

Commissioner Lane. A full division sheet? 

Witness. I think so. That is my understanding of it. 

Commissioiier Lane. Then you are willing to have that made a 
part of the record in this case? 

Witness. Yes, sir. 

Mr. Kelly. There is no objection whatever to that. 

Mr. Severance. You will have copies made? 

Mr. Kelly. I will forward them to Washington. 

Commissioner Lane. May I ask here who makes those divisions 
between yourself and the Union Pacific? 

Witness. It is done as a matter of agreement between the traffic 
departments. 

Commissioner Lane. And do you act for your road? 

Witness. No, sir, I do not. 

Commissioner Lane. Who does? 

Witness. Now, the General Traffic Manager, Mr. Wann. 
Commissioner Lane. Mr. Wann? 

1211 Witness. Yes, sir. 

Commissioner Lane. Have you heretofore acted in that 
matter? 

Witness. No, sir. Mr. Gillett, General Freight and Passenger 
Agent, prior to Mr. Wann, acted in that capacity. 

Commissioner Lane. Then in the making of a through rate with 
the Union Pacific, you do not act? 

Witness. No, sir. 

Commissioner Lane. But the freight man, Mr. Wann, or Mr. Gil- 
lett . 

Witness. Yes, sir. 

Commissioner Lane. — did act? 

Witness. Yes, sir. 

Mr. Severance. May I take that contract that is on your Honor's 
desk? 

Commissioner Lane. Yes. Were their acts subject to revision by 
you? 
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Witness. Would be, if I wanted it, or if they thought it desirable. 

Commissioner Lane. Who had the selection of this gentleman, Mr. 
Wann, and of Mr. Gillett, as well ? Did you select them ? 

Witness. I selected Mr. Gillett. 

Commissioner Lane. Was it a personal action on your part? To 
whom did you report the selection of Mr. Gillett? 

Witness. To Mr. J. Ross Clark. 

Commissioner Lane. As a member of the special committee? 

Witness. At that time, no, sir ; he was Second Vice-President and 
there was no special committee. • 

Commissioner Lane. That was six years ago, was it ? 

1212 Witness. Yes, sir, six years ago. 

Commissioner Lane. And Mr. Wann's selection, how was 
that made? 

Witness. As I understand it, by Senator Clark. He made the 
appointment — he made the announcement. 

Commissioner Lane. He is President of the road? 

A. Yes, sir. 

Commissioner Lane. Proceed, Mr. Severance. 

Q. While these adjustments were made by these other gentlemen, 
they were made, as you understand it, pursuant to the terms of the 
traffic contract between the Oregon Short Line, and the Union Pacific, 
and the Salt Lake road ? 

A. Yes, sir. 

Q. Well, now, Mr. Wells, I don't want to spend time discussing 
traffic with you unless you have had something to do with it. But 
if you had anything whatever to do with it, I would like to get your 
knowledge upon the subject. I will ask you a general question. Was 
the making of rates or the agreeing upon a division of through rates 
reported to you? 

A. I presume they were reported to me, officially — they undoubt- 
edly were. But as to what they were, I really haven't got them in 
my head. 

Q. I notice at the latter end of Section 12 of this contract, Exhibit 
41, Millar, it is provided as follows: "Joint through rates for busi- 
ness other than that which is subject to the competition of rival car- 
riers shall be divided fro rata per rate; that is to say, each party 
shall receive of such through rate a share equal to the proportion its 
separate local rate for identical service separately performed bears 
to the sum of said local rates of both parties. Divisions of all 

1213 joint through rates shall be made on Salt Lake ; that is to say, 
the San Pedro Company and its connections to represent one 

unit, and the Short Line Company and its connections to represent 
another unit; but the minimum and arbitraries in this agreement 
otherwise provided for shall not be affected thereby." You are not 
familiar with that clause, are you ? 
A. Yes, sir. 
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Q. Do you understand that that business is divided according to 
the minimums and arbitraries described in another part of the con- 
tract? 

A. Yes, sir, I presume so. 

Q. In order to get at those rates, though, it would be necessary to 
inspect the local rates of each company ? 

A. Yes, sir, I suppose it would. 

Q. While these rates were from time to time submitted to you, 
perhaps, for approval, you did not give much of any attention to 
them; as I understand it, they were in the charge of the traffic de- 
partment ? 

A. That is the idea^ yes. The head of the traffic department is held 
responsible for the proper computations. 

Q. Then, as I understand it, Mr. Wells, the reporting by the traf- 
fic department to you, in so far as rates are concerned, is largely a 
formal matter? 

A. To a very great extent, yes. 

Q. So that as to rates, the matter is practically left to the traffic 
people ? 

A. Yes, sir. 

Q. Subject to whatever contract obligations you are under? 

A. Certainly. 

Q. And the traffic man would be at present Mr. Wann, and for- 
merly Mr. Gillett? 

A. Yes, sir. 

Q. Who has charge of operation? 

A. I have. 

Q. What arrangements have you between your road and any of 
the lines of the Harriman system with reference to the loan- 
1214 ing to each other of cars? , Or leasing to each other' of cars? 
A. None whatever. 

Q. Have you ever had any ? 

A. I don't remember of any now. 

Q. Have you ever had any arrangement for the leasing, one to the 
other, of motive power? 

A. Not leasing, we 

Q. Well, loaning. 

A. Well, we swapped; during reconstruction and construction, 
we had some modern power, large-wheeled engines, that were not 
suitable for construction service, and we turned those over to the 
Southern Pacific, or the Oregon Short Line it was, and in turn they 
would give us engines that were more suitable for construction 
purposes. 

Q. Has there been nothing of that kind since the road was com- 
pleted? 

A. No, sir ; I think not. 

Q. You sometimes use their equipment, their fiat-cars or box-cars? 

A. Oh, yes. 

Q. The same as you do of other lines? 
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A. Yes, sir. 

Q. And what do you pay for them? 

A. It is simply a question of per diem, the same as other lines. 

Q. What per diem? 

A. 50 cents from December 1st. 

Q. You pay the same per diem as other lines ? 

A. Yes, sir. 

Q. It was originally 20 cents, and is now 50 cents. Is that right? 

A. Yes, sir. 

Q. How much freight equipment have you now? 

A. Offhand I should say 2,500 cars. 

Q. Divided into what classes? 

A. 750 coal cars, 750 box-cars, about 400 flat-cars, I should say, 
and general stock and miscellaneous cars — I don't remember the 
figures as to them. 

Q. There has been introduced in evidence to-day a contract with 
Armour's car-lines, by which they agree to furnish you a max- 
1215 imum of 3,000 refrigerator cars. 
A. Yes, sir. 

Q. How many of those cars have you in service ? 

A. Immediately on our lines ? 

Q. On your lines or under your control, engaged in your traffic? 

A. To-day? 

Q. Yes, sir. 

A. About 250. 

Q. Only 250? 

A. Yes, sir. 

Q. Why do you not have more? Don't you need them for your 
traffic? 

A. Well, we can't move them very well. 

Q. Why not? 

A. We are short of power. 

Q. You are short of power? 

A. Yes, sir. 

Q. When did you get short of power? 

A. About September, I should say. 

Q. What was the matter? Some of your engines smashed up? 

A. Not that exactly. The business increased, for one thing, and 
all our heavy power now it is all going out at practically the same 
time, and requires more shop repairs. We have had to keep a good 
many engines in reconstruction and construction. That is about the 
story. 

Q. Then, as I understand it, you are so deficient in power, and 
have been since last fall, that you can only employ in the movement 
of fruit 250 cars out of a possible 3,000 ? 

A. Oh, no. That is not — I don't think that is the way the con- 
tract reads, and is certainly not the way it is intended to. 

Q,. You have a right to call on Armour & Company up to 3,000 
refrigerator cars? 

71535— VOL 2—09 14 
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A. Yes, sir; but of course, you will appreciate we could not use 
all those cars all at once. 
Q. Well, they would be scattered along over your connections, yes. 
A. Oh, yes; but they would not be under our control. I 

1216 understood you to say under our control. 

Q. What I meant to say was, how many of those 3,000 cars 
are you employing in your business ; that is, either on your own 
rails, or that have left your rails with loads and have not yet returned, 
but that are to be returned to you ? That is what I intended to ask 
you, Mr. Wells. 

A. I could not answer that offhand. It might be answered by — 
no, I would not undertake to say. I would not like to say. I could 
get the information very readily for you, if you desire it. 

Q. Are you able to transport at the present time, with this lack 
of motive power that you speak of, all the freight that is tendered 
you? 

A. We are doing it. 

Q. You are doing it? 

A. Yes, sir. 

Q. And vegetables likewise? 

A. Yes; subject to some delay. 

Q. Yes. And you have been doing that all winter ? 

A. Yes, sir. 

Q. What delays do you mean? You say subject to some delays. 
What delays do you mean? 

A. The bunching of loads, trains, at the district terminals. 

Q. How is that? 

A. The bunching of trains at district terminals. 

Q. Where are your district terminals? 

A. Coming west from Salt Lake, at Lynn, and the next is Mill- 
ford, the next is Caliente, Las Vegas, Daggett, San Bernardino, and 
Los Angeles. 

Q. And by " bunching at terminals," you mean you start out with 
less than a full trainload, and unite that less than a trainload with 
another less than a trainload to make up a full trainload? 

A. Sometimes that, and sometimes full trains. 

Q. What do you mean ? That you would put two- full trainloads 
together? 

A. I meant that while — no, not that, delays the fast train — ^that 
is what I intended to say. 

1217 Q. That is to say, the train itself will be delayed ? 
A. Yes, sir ; the' train itself will be delayed. 

Q. By reason of insufficient, motive power? 

A. Yes, sir. And then I had in mind your question as to handling 
all the traffic that is offered. 

Q. Now, Mr. Wells, I asked you yesterday for a statement of the 
number of cars that you have handled last year and this year. Have 
you that statement with you? 
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A. Yes, sir ; I have. Here it is. 

Q. (After examining the paper handed him by the witness.) I 
notice by this statement, Mr. Wells, that you give the number of 
carloads of vegeables handled this year, whereas you do not give the 
number handled last year. Did you not handle vegetables last year 
on your line? 
A. Very few cars, but I think they are there. 

Q. How is that? I did not understand you. 

A. I say, I rather think they are there. 

Q. Here is the statement, Mr. Wells. I am asking in regard to the 
vegetables, now, you will remember. 

A. (After examining the statement.) Then it must have been so 
small that they counted them into miscellaneous. 

Q. You have practically gone into the vegetable business for the 
first time this year, then, Mr. Wells? 

A. Yes, sir. 

Q. I see you have divided your shipments of fruit for the year end- 
ing October 31, 1906, into local and other shipments. What do you 
mean by " local " shipments ? 

A. Destined to points west of the Missouri river. 

Q. They are called " local," are they ? 

A. In this sense they are, yes; at least that is the way the state- 
ment was made up. 

Q. Then in this particular instance, " local " does not mean South- 
ern California alone? 

A. No, sir; it does not. 
1218 Q. But it means to any points local to your line and its im- 
mediate connections, the Short Line and Union Pacific? 

A. Or more particularly in this case, to Denver. 

Q. Yes. Then it is as to your immediate connections— you call 
that " local " as distinguished from " through " ? 

A. No, sir. It is simply a term, Mr. Severance, that is used and 
has been used by the citrus fruit people here, or by the railroads, if 
you please, in describing fruit that is destined to points other than 
the extreme east. 

Q. I see. So that that is a generally accepted use of the term 
" local " in this vicinity ? 

A. So I am informed. That is what I understand, yes. 

Q. So that it is not confined to California ? 

A. No, sir. 

Q. And your through shipments are shipments that go east of the 
Missouri river? 

A. Yes, sir. 

Q. Is that right? 

A. That is what this statement covers. 

Q. Yes. That is what I mean, what this statement covers. 

A. Yes, sir. 

Q. When are the heaviest fruit shipments, as a rule; at what sea- 
sons of the vear? 
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A. Oh, from my limited experience, I understand it is January, 
February and March. 

Q. January, February and March? 

A. Yes, sir. 

Q. This year January was a light month, was it not, because of 
the climatic conditions? 

A. Yes, sir. 

Q. Too much rain? 

A. That is the idea. 

Q. And cold weather? 

A. Yes, sir. 

Q. How many packing houses have you on your lines in 

1219 Southern California, fruit-packing houses? 

A. I could not say. About a dozen, I should say. 

Q. About a dozen? 

A. Yes, sir. 

Q. Do you happen to know how many there are on the other lines ? 

A. No, sir, I do not. 

Q. Could you give an estimate as to what percentage of the packing 
houses in Southern California are on your line? 

A. No, sir, I could not. 

Q. Have you been over the lines ? 

A. I beg your pardon? 

Q. Have you been over the lines here in Southern California ? 

A. Yes, sir, I have. 

Q. And there is a very, very small percentage of the packing houses 
that are on your line. Is that true? 

A. Yes, sir, that is true. 

Q. Have you ascertained, Mr. Wells, what percentage of the fruit 
shipments for the year ending October 31, 1906, moved over your 
line? 

A. I haven't figured it that way. Here are the carloads. 

Q. How is that? 

A. Here is the number of cars. 

Q. This is the number of cars that moved over your line. But I 
asked you what the percentage of the total shipments going out of 
this territory moved over your line. Do you know what the total 
shipments were over the three lines? 

A. Oh, they were about 25,000, I think. 

Q. About 25,000. And the total number over your line was 2,330, 
as appears by this statement, which would be a little under 10 per 
cent. Is that about as you understand it? 

A. Yes, sir. 

Q. Do you know about what percentage of the shipments 

1220 you are getting this year^since November 1, 1906 ? 

A. No, sir, I don't know how it would figure that way. 
Q. I notice that last year you seemed to get nearly half of your 
through shipments and also of your local shipments of citrus fruit of 
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the Santa Fe, while this year you only have 29 cars of through ship- 
ments from the Santa Fe out of a total of 336 cars, through ship- 
ments, and 5 cars out of 37, in local shipments. What made that 
change ? 

A. I don't know, I am sure. 

Q. I see that last year you had about 45 per cent of your cars off 
the Santa Fe tracks, perhaps 40 per cent to 45 per cent, while this 
year it is less than 10 per cent. 

A. Yes, sir — ^yes, I see that. 

Q. Do you know any reason for that ? 

A. No, sir, I don't know any. 

Q. How is that, Mr. Wells? 

A. No, sir, I do not, I say. 

Q. Is that by virtue of any arrangement of any sort between youi*- 
self , your lines, and the Santa Fe or Southern Pacific ? 

A. There is no arrangement. 

Q. So that there is no arrangement between the companies that 
has anything to do with this remarkable change in the proportion 
of shipments you receive off one line and off the other ? 

A. No, sir. 

Q. Are you able to give any reason why that should have been ? 

A. None occurs to me at present. 

Q. How did you happen to have this year this large vegetable 
business, when last year you had, as you say, practically none ? 

A. It ^^s solicited. 

Q. Solicited by whom ? 

A. By our solicitors. 

Q. By anybody else? 

A. Yes, sir, by Mr. Munroe. 

Q. Mr. Munroe is the Freight Traffic Manager of the Union 
Pacific, is he not ? 
1221 A. Yes, sir. 

Q. He was out here? 

A. Yes, sir. 

Q. When was he here? 

A. In the autumn some time ; November, I think. 

Q. Who was here with him? 

A. I don't know. I was not here. 

Q. You do not happen to know Mr. McCormick was here with 
him? 

A. Yes, sir, that is true. 

Q. You know that, do you? 

A. Yes, sir. 

Q. Mr. McCormick is Assistant Traffic Manager of the Harriman 
lines, is he ? 

A. Yes, sir. 

Q. And you do know that while Mr. Munroe was here with Mr. 
McCormick, who is Assistant Traffic Director of the Southern Pacific, 



720 WELLS. 

as well as of the Union Pacific, Mr. Munroe was actively soliciting 
traffic to move over the Salt Lake and Union Pacific ? 

A. He was, yes, sir. 

Q. How long did Mr. McCormick remain here? 

A. I could not tell you. 

Commissioner Lane. How has the vegetable business previously 
been done — by what line ? 

Witness. I don't know. 

Commissioner Lane. That business is chiefly celery, is it not? 

Witness. How is that? . 

Commissioner Lane. I say that is chiefly celery, is it not ? 

Witness. Chiefly celery, yes, sir. 

Commissioner Lane. Did that formerly go by the Santa Fe, or did 
it go around by the Sunset route ? 

Witness. That I could not say. I do not know. 

Q. In what kind of cars do these vegetables move ? 
A. In refrigerator cars. 
1222 Q. Just the same class of equipment as the citrus fruit car? 
A. Yes, sir. 

Q. Armour cars? 

A. Armour cars. 

Q. I see that you moved locally 18 cars and through shipments 
1092 cars, of vegetables between November 1, 1906, and February 3, 
1907. 

A. Yes, sir. 

Q. Have you had any trouble getting sufficient equipment to move 
those cars? 

A. Yes, we have. 

Q. When? 

A. As I explained a few minutes ago, difficulty in moving the 
empties. 

Q. Have you been able to move all the vegetables tendered you? 
Have you had to serve notice on any vegetable growers that you 
could not take their vegetables ? 

A. That I could not say. 

Q. You have not, to your knowledge? 

A. No sir, that is what I meant to convey. 

Q. What classes of vegetables are included in this traffic? 

A. Celery, mostly, some cauliflower, I think that is all. 

Q. Do you happen to know, Mr. Wells, the names of the consignors 
of this celery and cauliflower? 

A. No, sir, I do not. 

Q. You do not know who they are ? 

A. No, sir. 

Q. There are certain large shippers here, are there not? 

A. Yes sir. 

Q. How is that? 

A. I beg your pardon. 

Q. There are certain large shippers here, are there not? 
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A. Yes, sir. 

Q. Now, on whose tracks do these vegetables originate ? 
A. Southern Pacific. 

Q. Then that large traffic of nearly 1100 cars was delivered to 
you, was it, from the Southern Pacific tracks ? 
A. Yes, sir. 

1223 Q. By the Southern Pacific Kailroad? 
A. Yes, sir. 

,Q. What did they get out of it? 

A. I could not tell you. 

Q. You don't know what they got out of it? 

A. No, sir, I don't know what they got out of it. 

Q. They did get something, did they not? 

A. Undoubtedly they got something out of it. 

Q. At what point are these big celery beds? 

A. South of here about 40 miles, I should judge. 

Q. And where did they deliver the celery to you? 

A. At Los Angeles, mostly; altogether, in fact. 

Q. Have those cars been delivered to you without objection or de- 
mur by the Southern Pacific — as far as you know ? 

A. I could not say — I don't know that I understand your question. 

Q. Have they delivered them to you without objection. Plave the 
Southern Pacific made any objection to you to delivering those cars 
of vegetables to your lines? 

A. Not to me, they have not, no. 

Q. Have they to anybody else, as far as you know ? 

A. I could not say, I am sure. 

Q. It was told here the other day that the Southern Pacific people 
have been notifying packers of fruit not to pack fruit at present, on 
account of the shortness of cars. Have you sent out any notice of 
that kind? 

A. Not that I am aware of, no sir. 

Q. Do you ship any vegetables or citrus fruits to the east in Ar- 
mour cars that have been brought out here by the Southern Pacific? 

A. Technically, yes. As for instance, we loaned them some cars 
at one time when we were flush and didn't need them, and they used 
these cars that we had hauled empty, and, of course, they naturally 
swapped back when we needed them. 

1224 Q. Is it not a fact that Armour equipment is used as is mo^t 
convenient between you and the Southern Pacific ? 

A. Naturally they are operating over both roads. 

Q. That is what I want to get at. 

A. Yes, sir. 

Q. So that when you need any Armour cars, you take any cars 
there are here, whether they came out over your road or the other? 

A. Well, no. I would be glad if that were so. We have to beg 
pretty hard before the S. P. will give up a car, you know. 

Q. I understand that, but you do hand them back and forth, one 
to the other, you and the Southern Pacific? 
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A. We exchange cars; yes, sir. 

Q. You exchange the Armour cars? 

A. Yes, sir. 

Q. What percentage of these fruit cars, Mr. Wells, are returned 
west empty? About what percentage? 

A. I could not tell you. 

Q. Taking it over your line, and what percentage would you say? 

A. Oh, about — guessing at it, about 80 per cent or 90 per cent. 

Q. 80 per cent or 90 per cent, may be. Is any effort made by you, 
or by your eastern connections to bring back loads in those cars? 

A. Oh, yes, sir. 

Q. And when you are successful, what classes of commodities do 
you bring in them? 

A. Merchandise. 

Q. Packing house products? 

A. Sometimes, and merchandise also. 

Q. Do you think, Mr. Wells, from your knowledge of operation 
that any considerable part of delay in getting citrus fruits to market 
was occasioned by the desire of the railroad to bring back loads in 
those refrigerator cars? 

A. Oh, no. 

Q. You don't think that cuts much figure ? 

A. No, sir — it would not in the case of our road I am sure, because 
of the small percentage. 
1225 Q. You mean because of the small percentage of loaded cars 
coming back here? 

A. Yes, sir. I would not be inclined to block the game that way. 

Q. What other kind of commodities move to the east in any volume 
from this region, aside from citrus fruits and vegetables? 

A. Well, that is about — that is our mainstay, I will say. 

Q. Yes, that is right. That is as much your mainstay as grata is 
off in the northwest? 

A. Yes, sir. 

Q. What is there shipped in here aside from general merchandise 
and foodstuffs? 

A. That is about all there is to it. 

Q. That is about all? 

A. Yes, sir. 

Q. Then, necessarily, Mr. Wells, the great percentage of equipment 
must come west empty, must it not, because of the fact that there is 
so much greater tonnage movement to the east than to the west? I 
mean over your road, of course. 

A. Yes, sir. 

Q. To this immediate region down here? 

A. Yes, sir. 

Q. The Santa Fe road does not use Armour equipment, does it? 

A. I could not say as to that. 

Q. You don't know whether it does or not? 

A. I don't know, no. ' 
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Q. You don't know that the Santa Fe road does use Armour cars? 

A. I mean that I do not know that they are tabooed ; I know they 
have their own refrigerator line. 

Q. That is what I mean. They have a refrigerator line of their 
own, have they not? 

A. Yes, sir. 

Q. Do you know anything about a new refrigerator line that has 
recently been organized by the Harriman lines? 

A. I know that there has been one organized. 

Q. How is that? 

A. I know that there has been one organized. 

1226 Q. Did your people have anything to do with that? 
A. I don't know. 

Q. Who is there in your road that would know, Mr. Wells ? 

A. I think — well, I really don't know much about the concern — 
how far it has progressed. I don't know whether they have any 
refrigerator cars or not. It is a little' thing yet, I guess. 

Q. Yes. You don't know of anybody connected with your road 
that would know whether any arrangements had been made to 

A. I think I would know when it would assume proportions large 
enough to affect us — of course I would. We have received, I will say 
for your information, some three or four of the new cars under load. 
I am not quite sure about that, but I think they were under load, 
and we moved them from Salt Lake to Southern California — I don't 
know the destination. 

Q. The Armour contract that you have provides for payment by 
the mile for the use of the cars, does it not ? 

A. Six tenths of a cent a mile. 

Q. That is the payment divided between your line and the Union 
Pacific and the other roads, on a mileage basis ? 

A. Oh, absolutely. 

Q. You pay by the mile, and they pay by the mile ? 

A. Yes, sir. 

Q. And that is irrespective of the conditions of the freight ? 

A. Oh, yes ; they are not connected in any way. 

Q. They are not connected in any way? 

A. No, sir. 

Q. Who is there on your line of road, Mr. Wells, that would be 
apt to know the reason for the great change that appears by this 
table between the percentages of fruit shipments you received from 
the Santa Fe last year and this year ? 

A. Well, I don't know ; the solicitors might. 

1227 Q. They are the only people you can think of? 
A. The general traffic manager might know. 

Q. Has there been any difference in the relations between the 
Santa Fe and yourselves this year over any previous year ? 
A. No, sir. 
Q. None whatever? 
A. None that I know of. 
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Q. But, as I understand you, there is no arrangement existing 
whatever between your road and any other for the division of this 
business? 

A. No, sir. 

Q. None whatever? 

A. None whatever. 

Q. When Mr. Munroe was here soliciting vegetable shipments, 
he was also soliciting fruit shipments by way of your road, was he 
not? 

A. That I could not say. 

Q. You merely know as to the vegetables? 

A. Yes, sir. 

Q. Do you know who went around with him when he was here, 
introducing him to people ? 

A. No, sir. I was not in the city. 

Q. Do you know anybody in your road that would know? 

A. Yes, sir. I should suppose Mr. Peck, assistant general passen- 
ger agent, or Mr. Sloan, assistant general freight agent, would be 
with him. 

Q. It has appeared here by some testimony, Mr. Wells, that for 
a time your road made some fast shipments of citrus fruits — about 
a year ago, last winter. You recall that fact, do you not? 

A. Yes, sir. 

Q. What was the time made to Chicago? 

A. Something like 6 days, as I remember, or six and a half. 

Q. What lines did these trains move over ? 

A. I beg pardon ? 

Q. What lines of road did those trains move over? 

A. They were turned over to the Rio Grande at Provo and Salt 
Lake. 
1228 Q. And who took them after the Rio Grande? The Bur- 
lington ? 

A. They took some, I believe; I don't know. 

Q. How long did you run those fast trains. 

A. I don't recall now. They were being run, as I remember it, 
when I was east, at Chicago, or somew^iere. We didn't run them long. 

Q. Did you stop them as quick as you got home ? 

A. Why, I don't recall whether I stopped them before or after I 
came home. 

Q. Who was responsible for starting those trains ? 

A. Oh, I guess we were all a little bit eager about making a show- 
ing at the start. 

Q. But this was not at the start, was it? 

A. Practically, yes, sir. 

Q. I thought this was along in December, and you started in May? 

A. Well, I know, but then, there was no fruit moving, it was only — 
this fast time was made on citrus fruit. 

Q. In what months ? 

A. It is my impression it was in January. 
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Q. In January? 

A. Yes, sir. 

Q. You made rather a long start, then — from May to January ? 

A. Yes, sir, it was a long start. 

Q. A long start. 

A. But the fruit didn't ripen. 

Q. Do not the citrus fruits ripen earlier than January? That is, 
does not the citrus fruit season open earlier than January ? 

A. I think they have an official opening October 31st. 

Q. Somebody or other was responsible for starting this 6 day 
service. Xow, was that six day service abandoned through the re- 
quest of the Eio Grande or the C. B. & Q. ? 

A. It worked itself out, as a matter of fact. 

Q. Just answer my question. Did either the Rio Grande 

1229 road or the C. B. & Q. request the abandonment of that 
through service, that fast service ? 

A. No, sir, they did not. 

Q. Then, is it not a fact that your road was the one that caused it 
to be abandoned? 

A. We were instrumental in it ; there is no doubt about that. 

Q. You were instrumental in it, you say. Whose instnunents were 
you? 

A. Nature's. 

Q. Did the Southern Pacific people make any suggestions to you 
about that train — about those trains? 

A. Yes, sir, they did. They protested. 

Q. Yes ; that is just what I thought. 

A. So did the Santa Fe. 

Q. And in deference to their request, you took off that train. Is 
that the idea? 

A. No, sir, that is not quite so. We ran it to the end of the chapter, 
as long as our road was in a condition to run it. 

Q. How long after those protests were lodged with you did your 
road continue in a condition to run these fast trains ? 

A. Well, I don't recall as to that. 

Q. How quick did it wear itself out? 

A. Pretty quick. 

Q. Yes. That is just what I thought. 

Commissioner Lane. How long did the trains run ? 

Witness. I beg your Honor's pardon ? I did not get that. 

Commissioner Lane. How long did they run? For how long a 
period of time did you run those trains, those fast trains? 

Witness. I don't remember the exact time. I could get that for 
you, if you want me to. 

Commissioner Lane. Just give it approximately ? 

Witness. Well, I think our trouble commenced in March, 

1230 the first of March — our bad track and washouts, and a little of 
everything. 

Commissioner Lane. You ran them from January to March ? 
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Witness. January and February. 

Commissioner Lane. January and February. 

Witness. Yes, sir. 

Commissioner Lane. When did you get the protests from the 
Southern Pacific and Santa Fe? 

Witness. I think when the first train was landed in Chicago. 

Commissioner Lane. You were not here when the trains were 
started, were you? 

Witness. I think I was not. I know I was away about two months, 
or such a matter. 

Commissioner Lane. You ordered them to be stopped yourself, 
either when you were east or when you were here ? 

Witness. No, I didn't order them to be stopped. 

Commissioner Lane. Did you not ? Who did order them stopped ? 

Witness. They stopped on account of disability on our part to 
keep the time up. 

Commissioner Lane. Were there any orders given for them to be 
stopped at all? 

Witness. Not by me. 

Commissioner Lane. By anybody on the road ? 

Witness. Not that I know of. 

Commissioner Lane. Just stopped of themselves. 

Witness. Stopped of themselves. 

Commissioner Lane. When were the protests made ? At what time 
were the protests made? 

Witness. I beg pardon? 

Commissioner Lane. At what time were the protests made by the 
Southern Pacific? 

Witness. As I say — I understand, they did not make the 
1231 protests to me, but they were complaining, I think, when the 
first train reached Chicago. 

Commissioner Lane. Upon what ground did they complain? 

Witness. It was setting a pretty lively pace, you know, for an in- 
fant road. 

Commissioner Lane. To whom did they complain ? 

Witness. I think to our traffic department here; I could not say. 

Commissioner Lane. Who were the complaints made by, what 
officers ? 

Witness. That I don't know. 

Commissioner Lane. Did you see the complaints yourself? 

Witness. No, sir. 

Commissioner Lane. Did they come in the form of telegrams ? 

Witness. No, sir. Well, I don't know, they were not to me. I 
could not say. 

Commissioner Lane. How did you know, then, the time when the 
complaints were made ? 

Witness. Well, I am guessing at that, to a large extent. 

Commissioner Lane. When the bad times were over, why did you 
not start those trains up again — bad times on your road, I mean ? 

Witness. Well, the bad times are not over yet. 
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Commissioner Lane. They are not over yet? 

Witness. Not quite, no, sir; not by any means. 

Commissioner Lane. But you are able to handle all the business 
that is given to you, I understood. 

Witness. Yes, sir, but not in a satisfactory way, as I think I stated 
to Mr. Severance. 

Commissioner Lane. Is there much competition between you and 
the Southern Pacific over the Sacramento gateway for that busi- 
ness ? 

1232 Witness. I do not know about the Sacramento gateway 
particularly, Mr. Commissioner, but I do know there is the 

liveliest competition for every pound we get. 

Commissioner Lane. You have to fight for business ? 

Witness. Yes, sir. 

Commissioner Lane. Your solicitors solicit as against the South- 
ern Pacific and Santa Fe? 

Witness. Yes, sir; they do. 

Commissioner Lane. And the Union Pacific solicitor comes down 
here sometimes and solicits for your road? 

Witness. There is one stationed here who solicits for us continu- 
ally. 

Mr. Severance. As against the Southern Pacific and against the 
Santa Fe? 

Witness. Yes, sir. 

Commissioner Lane. For you and for the Union Pacific? 

Witness. Yes, sir. 

Commissioner Lane. Does that solicitation take the form at all of 
preference in the way of freights, or preference in the way of special 
facilities ? 

Witness. I don't understand you. 

Commissioner Lane. I mean, does the Union Pacific make any 
offer of specially fast time as against the Southern Pacific when it 
solicits fruit going over your line? 

Witness. That is all, I should say — I am not very familiar with 
their methods, in fact, I am not familiar at all, I don't know. 

Commissioner Lane. You have got the figures there showing the 
amount of business that goes from Southern California by way 

1233 of Sacramento, have you, Mr. Severance? 

Mr. Severance. No. 

Mr. Kelly. You haven't asked for them. 

Mr. Severance. I have not had a Southern Pacific man on the 
stand. We will find that out when we get Mr. Graham on the stand. 

Q. Mr. Wells, is your road in a worse physical condition now than 
it was at the time you were running those fast citrus fruit trains ? 

A. No, sir. 

Q. Then, why is it that you have not put those trains back on, 
on that fast service, if you have got your road fixed up ? 
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A. We are very short on motive power, for one thing. 

Q. Have you less motive power than you had then ? 

A. Less available motive power; I should have put it that way. 

Q. What do you mean by " available motive power ? " 

A. Out of the shops. 

Q. Have you bought any new locomotives since that time? 

A. No, sir; not delivered. 

Q. You have not added anything to your motive power, then, 
in the last year? 

A. No, sir. 

Q. Who told you about the protests made by the Santa Fe and 
the Southern Pacific? Was it Mr. Crillett? 

A. It came from his department ; either Mr. Gillett or Mr. Sloan. 

Q. And they objected to the fact that you were giving such quick 
service, citrus fruit service? 

A. Yes, sir. 

Q. And did they state they did n,ot want to give as fast service as 
that? 

A. That I could not say. 

Q. Did your business in the shipment of citrus fruits largely 
1234 increase while those trains were on? 
A. That I could not say. 

Q. Do you not know, as a matter of fact, that the business was 
being largely turned over to you or offered to you because of that 
fast service? 

A. I have no doubt it had something to do with it, yes, sir. 

Q. Then your business fell off again afterwards, when you reduced 
your schedule? 

A. When we were compelled to, yes, sir. 

Q. When you were compelled to reduce your schedule ? 

A. And when I say " compelled," I mean by physical possibility. 

Q. Oh, yes, I understand. Now, you say you got that information 
from Mr. Gillett, or Mr. Sloan. Can you say which man told you? 

A. No, sir, I could not. It was most likely Mr. Gillett. 

Q. You have talked to Mr. Gillett, on the subject, have you not? 

A. Very often. 

Q. So that Mr. Gillett is and has been, either by getting complaints 
directly, or having them come through his department, thoroughly 
familiar with the fact that the protest was made by the other lines? 

A. I should think so — oh, yes. 

Mr. Severance. I think that is all I care to ask Mr. Wells. I would 
like, however, to have this statement or table which he has produced 
marked Exhibit 1 to his testimony. 

The table last above referred to was marked Complainant's Exhibit 
80, (Wells), and' was offered in evidence by Mr. Severance. 

Complainant's Exhibit 80, (Wells), is as follows: 
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Complainant's Exhibit 80. 

(Wells.) 



Carloads of oitrvg' fruit handled season of 1905-6, November 1, 1905, to October 

31, 1906. 



Originating on— 


Local. 


Tlirough. 


Total. 


S.P.,L.A.&S.L.E.R 

Southern Pacific 


44 
18 
34 


647 

661 

1,026 


691 
579 


SantaFe... 


1,060 






Total 


96 


2,234 


2,330 






From November 1, 1906, to February 3 


. 1907. 






S.P.,L.A.&S.L.R.R 


IS 

19 

5 


134 

173 

29 


147 
192 


SantaFe ' 


84 






Total ^ 1.1 


37 


336 


373 







Carloads citrus fruit originating on 8. P., L. A. d 8.. L. R. K. OMd delivered 
other lines for competitive points. 



To Southern Paciflc- 
To Santa Fe 



60 cars 
56 cars 



Carloads vegetables handled from November 1, 1906, to February 3, 1907. 

Local -^ 18 cars 

Tlirough .. -__. 1,092 cars 



Total - 1,110 cars 

1236 Mr. Severance. I next offer pursuant to stipulation, the 
testimony given by Thomas H. Phillips, a witness before the 
Interstate Commerce Commission, who testified February 8, 1907, at 
the City of Los Angeles, California. I understand it is agreed by all 
parties that this testimony may be written into the record and have 
the same force and effect as though Mr. Phillips were upon the stand 
giving the same testimony? 
Mr. LovETT. Yes. 



THOMAS H. PHILLIPS 



testified : 



Examined by Mr. Severance: 

Q. Mr. Phillips, where do you live? 

A. Los Angeles. 

Q. What is your business? 

A. Fruit business. 

Q. What are your initials, Mr. Phillips? 
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A. T. H. 

Q. And what do you say your business is ? 

A. Fruit business. 

Q. And vegetables? 

A. I am not particularly connected with the vegetable business 
now. I was prior to November 1st last. 

Q. What fruit company are you connected with? 

A. I am Traffic Manager of the California Citrus Union, Los An- 
geles, and of the Earl Fruit Company, Sacramento. 

Q. Will you state the amount of your shipments per annum from 
Southern California points? 

A. No, sir, I could not state that, the amount of our shipments ex- 
actly. Our shipment is about 20 per cent of the Southern California 
output. The exact number of cars I could not tell. 

Q. You ship about 20 per cent of them ? 

A. About 20 per cent of them, yes, sir. 

Q. And over what lines do you ship? 
1237 A. We ship over them all — ^the California Citrus Union, 
you mean? 

Q. Yes. 

A. We ship our citrus fruits over them all, the Santa Fe, the Salt 
Lake, and the Southern Pacific. 

Q. Can you tell how much of your business was shipped last year 
over the Salt Lake? 

A. About 175 cars-^the Citrus Union you are still speaking about ? 

Q. Yes ; I am speaking of the Citrus Union, and I am speaking of 
the Southern California business. 

A. Yes, sir. 

Q. What is the time that you get from here to Chicago, on ship- 
ments by these various lines ? 

A. This season or 

Q. Take this season ; yes. 

A. Well, we have — I made an average from the 1st of November, 
when the season commenced, up to the present time, and we are aver- 
aging about 12| days by the Salt Lake and the Union Pacific, and 
about 13 days by the Santa Fe. 

Q. How was it last year ? 

A. Last year we made much better time. 

Q. How much better? 

A. Very much better. We made via the Southern Pacific, El Paso, 
in connection with the Rock Island, 6 days to Kansas City and 7^ to 
Chicago. 

Q. Now, do you move — 

A. I mean to say— I would like to qualify that. There are, of 
course, exceptions to that. There was some that took longer, but they 
made that time pretty regularly for quite a long while. 

Q. Are you moving fruit shipments to the east by way of Sacra- 
mento now ? 

A. No, sir. 
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Q. Everything that goes north goes Salt Lake, does it? 
A. Everything that goes north ? No, sir. 

1238 Q. I mean everything going by the Union Pacific. 

A. Everything going by the northern gateway goes by the 
Salt Lake and Union Pacific. 

Q. On what tracks are your packing houses located, chiefly ? 

A. Well, we have some — we are an exception to the other packers 
in that we have more warehouses on the Southern Pacific tracks than 
we have on any other tracks. 

Q. And from what warehouses do you get these fruits that go by 
the Salt Lake route? 

A. From the packing houses on the Salt Lake and on the Southern 
Pacific. 

Q. What is the rate from here to Chicago and eastern points on 
oranges ? 

A. $1.25 per hundred pounds ; 90 cents a box. 

Q. What is the rate on lemons? 

A. $1.00 per hundred pounds. 

Q. What was your business before you became Traffic Manager of 
the Citrus Union ? 

A. I was in the railroad business 22 years. 

Q. With what companies? 

A. With the Union Pacific 13 years ; with the Oregon Kailway & 
Navigation Company 4 years; with the Canadian Pacific one year, 
and with the C, M. & St. P. one year, and the Southern Pacific about 
4 years. 

Q. In the traffic department ? 

A. Yes, sir. 

Q. What is the reason, Mr. PhiUips, for lemons carrying a lower 
rate than oranges, if you know ? 

A. I don't know. I don't know particularly. They call it an 
emergency rate on lemons, but I could not give you any reason. 

Q. A little louder, please. 

A. I say they put that rate of $1.00 in on lemons as an emergency 
rate. 

Q. When? 

A. Well, it has been in all this season, and I think it was in all last 
season. 

Q. What was the emergency that lasted so long ? 
A. I could not tell you. 

1239 Q. Who dubbed that an emergency rate? 

A. That is what it was called by the railroad company. 
Q. Is there anything in the nature of the two kinds of com- 
modities, oranges and lemons, that from your experience as a railroad 
man would entitle lemons to a lower rate than oranges ? 

A. No, I don't know any particular reason. Lemons are harder to 
carry than oranges are. 

Q. Harder to carry, you say. Why? Because they are more per- 
ishable than oranges? 

71535— VOL 2—09 15 
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A. Yes, sir, more perishable,- more tender. 

Q. Still there is a 25-cent lower rate on lemons than on oranges, as 
you have said. 

A. Yes, sir, there is a difference of 25 cents. 

Q. The rates are the same, I see, by all the lines. 

A. Yes, sir. I would like to say that when I say I do not Imow the 
reason for that difference in the rates, I, of course, could not give the 
reasons for the railroad men giving us that emergency rate on lemons. 
They could explain that better themselves. But, of course, I have an 
opinion of why it may have been done. It may have been done to 
encourage the California lemon industry as against the foreign ship • 
ments of lemons to this country. 

Q. As against the foreign shipments of lemons ? 

A. The foreign shipments of lemons, yes, sir. 

Q. Lemons were being imported, were they ? 

A. Yes, sir. There are lemons being imported from' Sicily, and 
several years ago they were being, imported very largely from Sicily. 
The California lemon is now getting the upper hand of the foreign 
lemon. 

Q. That competition, as far as you are advised, put down the rate, 
did it? 

A. I judge that is the reason it was done, yes, sir. 
1240 Q. But, so far as the cost of service is concerned or the 
nature of the commodity, as far as being perishable and dif- 
ficult to handle is concerned, you know of no reason why one should 
require a lower rate than the other? 

A. No, sir. 

Q. How have you been treated in the matter of getting cars this 
year? 

A. We have not been able to get sufficient cars to get the fruit to 
market. 

Q. What has been the extent of the shortage ? 

A. Well on to 2000 cars at the present date — between two and three 
thousand cars. 

Q. That is, you are short between two and three thousand cars? 

A. We are short between, two and three thousand cars up to this 
present time as compared with last season. 

Q. Is that entirely because of shortage of cars ? 

A. I could not say it was entirely from that cause, but it is very 
largely from that cause. We have had difficulty in getting cars this 
whole season, from the very beginning, from the first of November. 

Q. From which road have you had the most difficulty? 

A. We have had the most difficulty with the Southern Pacific 
road, 

Q. And less with the Santa Fe and Salt Lake? 

A, Well, we have had a great deal of difficulty with the Salt Lake, 
too. We have had less difficulty, though we have had difficulty all 
around, in getting cars from the Santa Fe tlian we have had from 
the Southern Pacific and Salt Lake. 
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Q. What is the result of this shortage to you? What is the result 
to your business? 

A. A very great loss. We have got oranges in our packing 
1241 houses now ready to ship that we can't get cars to ship them in. 
It means a very heavy loss. 

Q. What eflPorts have you made to get cars? 

A. I have pretty near slept with the railroad men day and night, 
trying to get them. 

Q. Have you had to haul oranges or citrus fruit by team ? 

A. Yes, sir. 

Q. State under what circumstances. 

A. Well, when we have packing houses that are within a few miles 
of each other on the different lines of the Southern Pacific and Santa 
Fe and Salt Lake, and we have had oranges packed and in our pack- 
ing houses, and orders for ihem, the oranges sold and we could not get 
the cars from the Southern Pacific, if we had a Santa Fe packing 
house within 7 or 8 or 9 miles, we would haul the fruit over to the 
other packing house, if we could get cars there. We have had that 
happen in both. We have hauled from West Orange to Orange, and 
we have hauled on different hauls — from Pomona, and sp forth. 

Q. Mr. Phillips, in shipping over the Salt Lake road from houses 
located on the Southern Pacific track, will you state whether during 
the present season the representatives of the Southern Pacific have 
made any objection to the shipments going that way, going by Salt 
Lake — where you routed the goods over the Salt Lake road, and those 
goods come from packing houses on Southern Pacific tracks, does Mr. 
Graham, the representative of the Southern Pacific people, or any 
of his people, make any objection — during the present season? 

A. During the present season ? 

Q. Yes. 

A. No, sir, not during the present season. 

Q. But they used to? 

A. Last season Mr. Graham called at my office and made 
1242 very serious objection to my routing citrus fruits originating 
on the Southern Pacific line over the Salt Lake line. But I 
would like to state that it has been our rule, our practice in past years, 
not to begin routing our shipments by the Southern Pacific and 
Sacramento until the 1st of March, and his protests made last year 
were made after the 1st of March. We have shipped all our ship- 
ments heretofore, practically, by the Southern Pacific, El Paso, and 
Kock Island, because we got the best service that way. 

Q. Until this present season ? 

A. Until this present season ; yes, sir. 

Q. But Mr. Graham has made no objection this present year to 
your routing via Salt Lake instead of routing via El Paso? 

A. Mr. Graham called on me this year and told me he would ex- 
pect to get business jifter the 1st of March the same as before. 

Q. Said he would after the 1st of March, but not until then? 

A. No, sir; he didn't say anything about that; that is this year. 
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Q. Did you send over the Salt Lake road any of these shipments 
that went so fast a year ago ? 

A. Yes, sir. 

Q. How many trainloads did you send, about? 

A. Well, we didn't send trainloads especially, ourselves. We 
assisted the exchange and others in making up trainloads. For in- 
stance, I would give 10 or 15 cars towards making up a train of 25 
cars. 

Q. Of what advantage is that quick service to the orange industry? 

A. A very great advantage. Every day gained is a big advan- 
tage in shipping oranges east. 

Q. For what reason ? 

A. Well, oranges are a perishable product, and the quicker we 
can get them to their destination and sold and our draft paid, 

1243 the more money we are likely to have for our growers, and 
that is beneficial to them and to the industry in Southern 

California. If we can get a car into Chicago in 7 days and deliv- 
ered to a consignee, and he pays his draft, and it should go to pieces 
on the eighth day that loss would be with him and not with the 
California growers. Therefore every day counts on an orange 
shipment, or any other perishable goods. 

Q. Do you recall how long that train was kept in service ? 

A. That service? Those trains? Oh, I don't remember the exact 
number of trains. It seems to me that it was just four or five trains. 
They made as low as 5J days to Chicago, one train. 

Q. 5i d^ys? 

A. Yes, sir. But after the decision of the Interstate Commerce 
Commission — of the Supreme Court, rather — we never got as good 
service after that as we did before. 

Q. That is, the service seemed to drop off after that decision as 
to routing? 

A. Not as to routing ; no, sir. 

Q. Which decision do you mean? 

A. The decision in which the growers had the routing. They 
have never interfered with our routing since. Whether incidentally 
or not, I don't know, but since then we have never got as good service 
as we did before that. 

Q. It may have been coincidence. 

A. It may have been coincidence. Since then the routing has never 
been interfered with. 

Mr. Dunne. Mr. Phillips, you suggested that Mr. Graham told 
you this year that he would expect business after March via Sacra- 
mento and Ogden. 

Witness. He told me that ; yes, sir. 

Mr. Dtjnnb. Is that the time of year when the northward move- 
ment of oranges is usually made? 

1244 Witness. Has been; yes, sir. 

Mr. Dunne. Now, in this same year, or season, did the 
Southern Pacific take any of your shipments over its rails other than 
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by the northern gateway? Did you send any by El Paso and the 
Eock Island? 

Witness. This year? 

Mr. Dunne. Yes. 

Witness. Oh, yes. We are sending them now. 

Mr. Dunne. What I want to know is, how the shipments that you 
sent by the Salt Lake and the shipments that you sent by the South- 
ern Pacific, El Paso, and the Eock Island, this year, compared as to 
their respective volumes? 

Witness. I can only speak, of course, for our own companies. I 
am sending two days in a week via the Southern Pacific, El Paso, 
and the Eock Island, and two days in the week via the S. P., T. & 
P., and M., K. & T., and two days in the week by the Salt Lake and 
Union Pacific. 

Mr. Dunne. In which direction does the greater volume of the 
shipment move ? 

Witness. At the present time ? 

Mr. Dunne. Yes. In other words, does the Salt Lake get the bulk 
of the movement, or does the bulk of it go by way of El Paso ? 

Witness. Well, Mr. Dunne, the bulk of it, accor&ing to my run- 
ning sheets, would go by El Paso. But, on account of the peculiar 
and abnormal car conditions at the present time, I am routing wher- 
ever I can get cars. 

Mr. Dunne. But under normal conditions, you say the greater part 
of your business would move by El Paso ? 
1245 Witness. Four days to two. 

Mr. Dunne. Four days to two? 

Witness. Yes, sir. 

Mr^ Dunne. That is all. 

Mr. Severance. That is all, Mr. Phillips. 

Mr. KIelly. Just one word. Can you tell how many packing 
houses there are on the Southern Pacific lines on this Southern 
California citrus belt? 

Witness. I can tell how many we have. 

Mr. ICelly. How many have you? 

Witness. We have 49 packing houses on the Southern Pacific, 42 
on the Santa Fe, and 3 on the Salt Lake. 

Mr. Kelly. 49 on the Southern Pacific, 42 on the Santa Fe, and 3 
on the Salt Lake? 

Witness. 49 on the Southern Pacific, 42 on the Santa Fe, and 3 
on the Salt Lake ; yes, sir. 

Mr. Dunne. That is all. 

By Mr. Severance: 

Q. By the way Mr. Phillips, have you received any notice not to 
pick oranges? — ^A. Yes, sir. 

Q. From whom? — A. From the Southern Pacific. 

Q. When? — A. Last Friday, I believe. 

Q. How long is that embargo for, or was there anything said 
about how long ? — ^A. It was not said how long — ^until further notice. 
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Mr. Dunne. That is a question of car supply? 
Witness. That is a case of car supply. 
Mr. Dunne. That is all. 

1246 Mr. Severance. I next offer, pursuant to stipulation, the 
testimony given by B. A. Woodford, a witness before the 

Interstate Conunerce Commission, who testified February 8, 1907, at 
the city of Los Angeles, California. I understand it is agreed by 
all parties that this testimony may be written into the record and 
have the same force and effect as though Mr. Woodford were upon 
the stand giving the same testimony? 

Mr. LovETT. Yes. 

B. A. WOODFOED 
testified : 

Examined by Mr. Severance : 

Q. Mr. Woodford, what is your business? — A. General Manager 
of the California Fruit Growers' Exchange. 

Q. That is the same company of which Mr. Story is the Presi- 
dent ? — A. Yes, sir, the same company of which he is President. 

Q. How long have you been in the fruit business? — A. I have 
been in Southern California 18 years, but in the shipping of fruits 
about 12 or 14 years — 13 years. 

Q. Mr. Story stated that you shipped about 47 per cent of the • 
fruit crop last year. Is that about your idea? — ^A. Yes, sir; last 
year and the year before. 

Q. How about it this year ? — A. I think we will ship more. 

Q. Over what lines? — A. All the lines. 

Q. How do you divide it? — A. We don't divide it. 

Q. Who divides it? — ^A. Well, the location of the packing houses 
largely divides it. 

Q. Is that always so? — A. Not always. 

Q. Well, what are the instances in which it is divided other- 

1247 wise than according to the location of the packing houses? — 
A. Well, we have — ^many of our shipments originate on the 

Santa Fe, and we wish the fruit to move to the northwestern non- 
competitive points, like Seattle or Portland, and of course that moves 
Southern Pacific rather than Santa Fe. And at times the Santa Fe 
has had large quantities of fruit move out of this country, when it 
would look as if they had more than they had facilities for, and such 
shipments have been moved by other lines. 

Q. What arrangements do you make to have it moved by other 
lines, or what arrangements do the railroads make to have it moved 
by other lines ? — A. I don't know what arrangements are made ; that 
is, I don't know what arrangements the railroads make. We don't 
make any. 

Q. You don't make any arrangements? — A. No, sir; we permit it 
to be done. 

Q. That is what I want to get at. Then fruit that originates on 
one line is at times moved over a competitive line; that is, we will 
say that fruit originating on the Santa Fe is moved by the Southern 
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Pacific, and fruit that originates on the Southern Pacific is moved by 
the Santa Fe. — A. Very seldom anything originating on the Southern 
Pacific goes by the Santa Fe. 

Q. Or the Salt Lake? — A. Yes, sir, or the Salt Lake. 

Q. Or the Salt Lake at the request of the Santa Fe? — A. Yes, sir. 

Q. Have you any houses located on the Salt Lake line ? — ^A. I think 
we have 4 or 5; something like that. 

Q. Out of how many ? — A. Out of less than 100 ; probably 80 
houses. 

1248 Q. And what percentage of your shipment goes over the 
Salt Lake? — ^A. Well, I can't tell you that. I haven't made 

up a record of our shipments. I think, according to the published 
reports of the railroads, that the Salt Lake last year had about 10 
percent, of the citrus fruits traffic, and the Santa Fe and the South- 
ern Pacific each about 45 percent. But that is not our associations' 
line of business alone. 

Q. I understand. That is all the business. Those reports were 
sent out by the railroads, were they not? — ^A. I think they are pub- 
lished daily, the shipments. 

Q. And it figured 45 percent, to the Santa Fe and the Southern 
Pacific, that is, to each of those roads, and 10 percent, to the Salt 
Lake? — ^A. Yes, sir; something like that. 

Q. When you ship on the Salt Lake road, where does that fruit 
originate ? — A. On the Salt Lake, or on the Southern Pacific, or on 
the Santa Fe. 

Q. Did you see Mr. Munroe when he was out here ? — ^A. I did. 

Q, Did he have any talk with you about moving traffic over the 
Salt Lake and Union Pacific? — A. He did. He was anxious for 
shipments. 

Q. Have you shipped that way since then? — A. Very little fruit 
has gone that way since then. Our shipments have moved largely by 
the Santa Fe, 6r south by El Paso. 

Q. Is that on account of the weather conditions? — A. Climatic con- 
ditions. We begin to move fruit north the last of February or first of 
March. 

Q. By "north," which route do you mean it moves over? — ^A. I 
mean going through the Ogden gateway. 

Q. Of this 10 per cent that the Salt Lake moved last year, 

1249 of the total shipments, can you state whether the whole or a 
large percentage of that originated on their own rails? — A. I 

think a very small part of it originated on their own rails. 

Q. A very small part of it, you say ? — A. That is my opinion of the 
matter; yes, sir. 

Mr. Dunne. Do you mean the Salt Lake rails? 

Witness. The Salt Lake rails. 

Q. It came off of. the other lines. — ^A. Yes, sir. 

Q. What percentage of the packing houses in this district are on 
the Santa Fe rails ? — A. I can't tell you that. About 60 per cent of 
all the fruit that is packed in warehouses originates, I think, on the 
Santa Fe. 
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Q. That is what I want to get at.^ — A. Some packing houses may 
pack more fruit than others. - 

Q. I understand that. But the fact is that about 60 per cent out 
of the total of the citrus fruits raised here is tributary to the Santa 
Fe road? — A. Yes, sir. 

Q. Still, when it comes to moving it to market, last year the Santa 
Fe moved about 45 per cent of the total shipments, the Southern 
Pacific about 45 per cent, and the Salt Lake about 10 per cent? — 
A. Yes, sir; approximately, according to their published reports. 

Q. Mr. Woodford, have you anything to say on, the subject of 
the freight rates that are now charged and were formerly charged ? — 
A. Well, the freight rate on oranges has been the same for approxi- 
mately 20 years, $1.25 a hundred pounds. 

Q. 20 years, you say? — A. Yes, sir; approximately. That is, for 
all points east of the east line of Colorado. 

1250 Q. Is there any difference in the rate by reason of the change 
• in the boxes, the weight of the boxes? — A. The estimated 

weight has been increased from 70 to 72 pounds in these last years, 
and the minimum has been increased from 20,000 pounds originally to 
very close to 28,000 pounds to the car now. 

Q. Does this increase in the estimated weight of the boxes have a 
tendency to slightly increase the freight rate on the product ? — A. By 
two-seventieths, yes, sir. 

Q. So that the rate, instead of having been lowered, has been in- 
creased by 2/70 ? — A. In that manner. 

Q. In that way? — ^A. Yes, sir. 

Q. When did that change in the estimated weight of the boxes 
begin ? — A. I think that must have been 7 or 8 years ago. 

Q. That has been kept at the same figures since ? — A. Yes, sir. 

Q. What have you to say as to the fairness of this rate, from the 
standpoint of a shipper? — A. From the standpoint of the grower, 
and as compared with the rate on other California products, I think 
the orange rate is too high- 

Q. As compared with what other products? — A. Well, celery, or 
apples. 

Q. And lemons? — A. Well, there was a special reason for the re- 
duction in the lemon rate, and I would not like to cite that as an 
instance. The railroads granted the lemon rate of $1.00 largely for 
the same reason that a protective tariff is given, to encourage the in- 
dustry. The people were budding over their lemon trees, and were 
going out of the lemon business, and they had had several hard years, 
and were increasing their orange acreage, and decreasing their lemon 
acreage, and the Railroads and the growers got together with the idea 
that the dollar rate would help that situation, and I think it has. 

1251 Q. What is the rate on celery? — A. It varies. It is not a 
blanket rate. 

Q. It is not a blanket rate? — A. No, sir. 

Q. But the rate on oranges is a blanket rate for all territory east 
of where — the Missouri River? — A. East of the eastern boundary of 
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Colorado, except certain southeastern territory and Canadian terri- 
tory, where there is still a higher rate than $1.25. 

Q. You say the celery rate varies. Take it to Colorado common 
points. Do you ship celery there, or does it all go farther east ? — A. I 
am not familiar with the movement of celery. We don't ship any. 

Q. Then why did you make the comparison with celery? — 
A. The celery rate to Cleveland, Ohio, I understand, is $1.08 a hun- 
dred, and the center of distribution of our citrus fruits is some- 
what west of Cleveland, Ohio, and we pay $1.25 flat all over that 
country. 

Q. Is there a difference in the way citrus fruits are moved and 
celery has been moved? — A. Celery practically moves entirely under 
ice, I think, refrigeration, and a few of our oranges move under 
ventilation without ice. 

Q. Do you remember the time that the Salt Lake road ran those 
fast trains? — A. I do. 

Q. What was the effect on the traffic of the Salt Lake, if you 
know ? — A. We were anxious to give them all the traffic we could, on 
account of that fact. 

Q. Why? — A. On account of the time, approximately 6 days to 
Chicago. 

Q. Have you ever had any talk with their officials about re- 
1252 instating that time? — A. Indirectly. Mr. Dezell, my assist- 
ant, has been handling that part of it. 

Q. It never has been reinstated, has it? — A. Not to my knowledge. 

Q. How are your shipments this year? About how long does it 
take to get them through to Chicago? — A. Well, via El Paso, and 
Eock Island, the Southern Pacific and Kock Island, I think we have 
been getting through about the 9th day from loading, recently, and 
via the Santa Fe, probably a couple of days slower, about 11 days to 
Chicago. 

Q. I think that is all. 

By Mr. Dunne : 

Q. Mr. Woodford, do you consider the rate on lemons high?— 
A. It is high enough. 

Q. Do you consider it a reasonable rate ? — A. Why, yes, I think it 
is a reasonable rate. 

Q. Do you consider the rate upon celery a reasonable rate? — ^A. I 
don't know much about the celery business. 

Q. The celery rate applies only as far as Chicago, does it not? — 
A. I think they have a graduated rate. It varies. 

Q. I refer to the 90-cent rate. It won't take celery east of Chicago, 
will it ? — A. I presume not. I don't know that there is a 90-cent rate 
to Chicago. 

Q. You understand that the rate of $1.25 on oranges is a blanket 
rate for all points from the Missouri River east? — ^A. Or from the 
east of the eastern boundary line of Colorado. 
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Q. Do I understand you to say that very few cars move over the 

Santa Fe rails taking oranges from the packing houses, taking 

oranges from the pacliing houses on Santa Fe rails, move from those 

houses on to the Southern Pacific rails? — A. I didn't say that^ 

no, sir. 

1253 Q. I mean the other way, Mr. Woodford? — ^A. Just the 
reverse. 

Q. Very few cars move from Southern Pacific rails, taking oranges 
from Southern Pacific packing houses, if I may so describe them for 
convenience, and are transported on the Santa Fe rails to destina- 
tion ? — A. Very seldom is that done.. 

Q. But you have seen a good many cars shipped in the reverse 
way? — A. Yes, sir. 

Q. Now, Mr. Woodford, points in Texas, Montana, Louisiana, 
Washington — ^points of that kind would be served, would they not, 
by Southern Pacific rails? — A. Certainly. You can reach Texas 
points and Louisiana points by Santa Fe rails also. 

Q. Is not this question of the orange rate a question not so much 
of the amount of the rate as a question of service — of an expedited 
service? — ^A. It is both. 

Q. Sir? — A. Both, both are valuable. 

Q. Is it not principally an expedited service? Is not the other 
consideration merely incidental, Mr. Woodford? — A. No, sir; I 
should not say that You might have a $3.00 rate, and it surely 
would not be incidental. 

Q. Well, but this is a $1.25 rate. — A. A $1.25 rate means a good 
deal to us. 

Q. I ask you this question : If a $1.25 rate with an expedited serv- 
ice would not be generally satisfactory to the growers and ship- 
pers ? — A. No, sir ; it would not. It is too high. 

Q. Were you here at the time of the hearing before the Interstate 
Commerce Commission of the orange rate case?— A. I was here, but 
I was not present at the hearing. I was here in Los Angeles. 

Q. Did you hear any statements made upon the lines I have 

1254 just suggested, by the shippers themselves? — A. I think the 
shippers themselves stated that the service was a great point, 

but I think they also stated that the rate was a great point. 

Q. That is your understanding, is it ? — A. That is my understand- 
ing, yes, sir. 

Q. Very well. I think that is all. 

Mr. Severance. That is- all, Mr. Woodford. 

1255 Mr. Severance. I next offer, pursuant to stipulation, por- 
tions of the testimony given by Edward H. Harriraan, a wit- 
ness before the Interstate Commerce Commission, who testified on 
February 25, 1907, at the city of New York. I understand it is 
agreed by all parties that this testimony may be written into the 
record and have the same force and effect as though Mr. Harriman 
were upon the stand giving the same testimony ? 

Mr. LovETT. Yes. 
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EDWARD H. HAERIMAN 

testified: 

Examined by Mr. Kellogg. 

Q. Mr. Harriman, you are president of the Union Pacific Rail- 
road? — A. Yes, sir. 

Q. You have been chairman of the Board of Directors since about 
1900? — A. Chairman of the executive committee. 

Q. Chairman of the executive committee ? — ^A. Yes. 

Q. You are also president of the Southern Pacific, the Oregon 
Short Line, and the Navigation Company ? — A. Yes. 

Q. Are you chairman of the Board of Directors of the Southern 
Pacific Company? — ^A. Of the executive committee. 

Q. Of the executive committee? — A. Yes. 

Q. You took that position shortly after the acquisition of the stock 
of the Southern Pacific by the Union Pacific Company, didn't you ? — 
A. Yes. 

Q. Since that time you have acted ias chairman of the executive 
committee? — A. Yes. 

1256 Q. And after the retirement of Mr. Hayes as president ot 
that company ? — A. As president ; yes, sir. 

Q. Yes.— A. Yes. 

Q. So that we may not duplicate things that have been put in be- 
fore, I will ask you in a general way if about January, 1901, or during 
the winter of 1901, the Union Pacific Railroad Company issued or 
provided for the issue of $100,000,000 of convertible bonds for the 
purpose of acquiring stocks in other railway companies ?^A. Well, 
I don't think that is hardly the way to put it. We issued $100,000,000 
of convertible bonds primarily to pay for the Southern Pacific, which 
had been purchased first, not generally to purchase the securities of 
other railroads. 

Q. $40,000,000 of these bonds were sold toKuhn,Loeb &Co.,to pay 
for the first 750,000 shares of the stock of the Southern Pacific Com- 
pany purchased, was it not? — A. Yes, sir. 

Q. And the cost of that stock, with the commission on the bonds 
and the commission on the purchase, was, according to a statement 
furnished by your company, $41,866,627? — A. Yes, sir. I suppose 
that is right. 

Q. Yes, that is correct. That included the commission on the 
bonds and the commission on the purchase of the stock, did it not ? — 
A. If the statement so shows, I presume it did. I could not say from 
recollection just what it was. 

Q. I understand, Mr. Harriman, you could not guarantee the ac- 
curacy of these figures, but that is correct, according to the statement 
furnished us. Out of those bonds you also used $61,000,000 

1257 for the purchase money certificates to buy the Northern Pacific 
stock, or about that sum, did you not ?^A. I think about that, 

yes. 

Q. The other $27,000,000 invested in the Northern Pacific stock 
was furnished by the Oregon Short Line Company^ was it ? — ^A. Well,, 
if the statements so show, I have no doubt it was. 
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Q. About $27,000,000 more?— A. Well, I don't know exactly that. 

Q. That was about the balance of the purchase, was it not? — 
A. Does not the statement show that? I can not carry that in my 
head. 

Q. Yes, the statements show that. 

Witness. Mr. Lovett, I don't want to go through in detail all these 
statements 

Mr. Kellogg. You are not going to. 

Witness. They have been made up in the office. 

Mr. Lovett. Mr. Mahl, the comptroller, prepared them. 

Witness. If you want me to verify this, so that I can certify they 
are the ones, I don't want to do that, but I will try to tell from my 
own recollection exactly what I know about these transactions. 

Q. That is what I want. We do not expect you to remember all 
the details, of course. — A. It is a long time ago, and whatever 
financing was done, was done as well as we could do it at that time. 

Q. In a general way, then, the $100,000,000 of convertible bonds 
were used in the first instance to purchase the Southern Pacific and 
Northern Pacific stock? — A. That is my recollection. 

1258 Q. The balance, whatever it was, which it shows to be about 
$27,000,000, was taken care of by the Oregon Short Line? 

A. I think that was so. 

Q. That $100,000,000 of bonds, with the exception of about $500,000, 
has been converted into Union Pacific common stock, has it not? — 
A. That is so. 

Q. So we will call that the $100,000,000 ?— A. Yes. 

Q. There is outstanding, in lieu of those bonds, $100,000,000 of 
Union Pacific common stock, which has been used to purchase stocks 
in these other railroads? — A. That in round numbers is about right. 

Q. The Oregon Short Line, about July, 1902, issued in the first 
instance its participating bonds, providing for $100,000,000 of those 
by the mortgage. You recall that? — A. Was that in the first in- 
stance ? I think the convertible bonds were issued before the partici- 
pating bonds, were they not? 

Q. The convertible bonds were Union Pacific, they were issued 
first. — A. I see, that is so. 

Q. Following that, the Oregon Short Line issued or provided for 
about $100,000,000 of participating bonds?— A. Yes. 

Q. And afterwards, in about 1905, or 1904 — which was it? 

Mr. Lovett. 1905. 

Q. In 1905, the Oregon Short Line Company issued its refunding 
bonds to take up its prior participating bonds? — A. Yes, sir; I be- 
lieve that is so. 

Q. So that the participating bonds are not now outstanding, as I 
understand it, none of them ? — A. That is so. 

Q. Of those refunding bonds, $100,000,000 were issued?— 

1259 A. Authorized. 

Q. Authorized, yes. — A. Yes. 
Q. Judge Lovett says that in November the balance of the old 
convertible bonds were redeemed, so that there is the $100,000,000 
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now all redeemed, and $100,000,000 of common stock all outstanding 
of the Union Pacific Company ? — A. That is so — one minute, if you 
want to be exact on that, I don't think there is $100,000,000 of stock 
outstanding. 

Mr. LovETT. No ; the bonds were redeemed at 2^ premium, and the 
stock issued against them. 

Witness. I think there is just a little less than $100,000,000. 

Q. Well, it is within a few hundred thousands of $100,000,000?— 
A. Yes ; I think so. 

Q. We will call it $100,000,000 for the purpose of the inquiry; the 
statements will show it. The Short Line Company provided for 
$100,000,000 of refunding bonds to take up its participating bonds ? — 
A. Yes. 

Q. And of that $100,000,000 of refunding bonds there have been 
sold through Kuhn, Loeb & Co. to the public $45,000,000 which are 
outstanding? — A. Well, if the statements so show, of course that 
must be so. 

Q. Well, it is about $45,000,000, as you understand it?— A. Yes. 

Q. The balance of those bonds are owned by the Union Pacific, 
the $55,000,000?— A. I think that is so, too. 

Q. So that you have now outstanding $100,000,000, or substan- 
tially $100,000,000 of common stock of the Union Pacific and 

1260 $45,000,000 of the bonds of the Oregon Short Line which have 
been issued to purchase stocks in other railroad companies ? — 

A. Well, now; is that so? 

Q. Yes; I think so.— A. That $45,000,000; I don't think all of that 
was used to pay for stock ; that was issued for some other purpose, I 
think, probably. 

Q. Well, it may have been used for other purposes, but other 
moneys of the Short Line were used for buying stock? — ^A. Well, 
were they? 

Q. Yes, I think so. — ^A. You have the statement there. My recol- 
lection is that they were not, Mr. Kellogg. I think that the par- 
ticipating bonds were used for the purpose of paying the balance of 
the cost of the Northern Pacific, and then the refunding bonds were 
issued to take up those participating bonds. 

Mr. LovETT. I suggest these statements about which you are in- 
terrogating be offered in evidence and placed in the testimony so 
that we can follow them. 

Mr. Kellogg. Yes; I will offer them. 

Q. It was about $27,000,000 that the Short Line provided for to 
purchase 

A. I think that is about correct, so that there is about $127,000,000 
of either stock or bonds in existence somewhere, the proceeds of which 
were used to pay for Southern Pacific and Northern Pacific, isn't 
that right? 

Q. Yes; I think so. — ^A. I think that is right. 

Q. After that the Short Line bought $15,000,000 par value 

1261 of the Southern Pacific stock in addition to its $75,000,000, 
didn't it ? — A. That is so ; yes. 
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Q. At about $65 a share? — A. If the statement so shows it is so. 

Q. After that it bought $18,000,000 of the preferred stock when it 
was issued by the Southern Pacific, pro rata to its stockholders?— 
A. That is so ; that is, it took its share of whatever it was entitled 
to under the owning of $90,000,000 of stock. 

Q. And the total amount paid for the Southern Pacific stock was 
in the neighborhood of $83,000,000?— A. Now, let me see; is that 
what it shows there? 

Q. About that?— A. $18,000,000 for the preferred and the balance 
for the common. 

Q. In any event, the entire hundred million of capital stock of 
the Union Pacific Company has been used to purchase stock in other 
railways ?^A. Now, I don't want you to get it around that way, 
unless later on you show it. 

Q. Is not that a fact? — A. The proceeds of the hundred millions 
of convertible bonds turned into stock were used for the purpose of 
purchasing whatever the Southern Pacific report and whatever the 
Northern Pacific report, plus the sum of the refunding bond. Now, 
whether we provided, from the issue of those bonds, the money neces- 
sary to take up that eighteen millions of preferred stock of the 
Southern Pacific, I do not know. That is all shown, probably, in the 
annual reports of those years. We had advanced — one minute now, 
Mr. Kellogg. I think you will get the thing worked out. 
1262 When we bought the Southern Pacific, we advanced to it for 
the purposes of improving its property, something like eight- 
een or twenty million dollars. 

Q. Yes, sir. — A. Now then, that was repaid to us by the Southern 
Pacific at the time they issued their preferred stock. So I think our 
subscription to the eighteen millions of preferred stock of the Southern 
Pacific about balanced what they owed us. But whether we issued 

Q. But would not -A. One minute. I do not want to tie it 

down to just the securities. Whether we issued these refunding bonds 
for the purpose of advancing that money to the Southern Pacific or 
not, I couldn't tell you. 

Q. You certainly issued those refunding bonds to buy the common 
stock and the Northern Pacific stock, did you not? — A. The refund- 
ing bonds? 

Q. I do not mean the refunding bonds. I mean the convertible 
bonds. — A. The convertible bonds. 

Q. And they were converted into common stock? — A. Yes, sir. 

Q. So that common stock was issued? — A. Let me go back a moment. 

Q. Just a moment now. Common stock was issued and was out- 
standing for the purpose of purchasing stocks in other railroads? — 
A. That is what it resulted in. 

Q. You have 

Mr. LovETT. One moment, Mr. Kellogg. Let him answer. 

Q. Excuse me. Answer in any way you desire. — A. In the first 
place, my recollection is that we authorized the issue of the hundred 
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millions convertible bonds, forty millions of which were used 

1263 to pay for the Southern Pacific stock purchase. The other 
sixty millions were held for the purposes of the corporation. 

That is my recollection. It was not specifically issued at the time it 
was issued, to pay for Northern Pacific and Southern Pacific. 

Q. But your statement here shows that it actually was used, sixty 
millions, to buy the Northern Pacific stock. — A. You said it was 
issued for that purpose. It was issued for the purposes of the cor- 
poration. It might have been used for any other purpose. 

Q. Oh, certainly; but it was used for that purpose, was it not?— 
A. There is no doubt about that. 

Q. Now, more than forty-five millions of the Short Line money 
was used to buy stock in other companies, altogether ? — A. Now, wait 
a minute. We bought about twenty-seven million. It was used to 
pay for Northern Pacific and Southern Pacific, was it not, and 
eighteen millions — you can figure it that way, if you like. Eighteen 
millions was used to pay for the Southern Pacific preferred. 

Q. And a large amount to pay for the common stock of the South- 
ern Pacific, fifteen millions bought after that. 

A. In addition to that. 

Q. So that forty-five millions of Short Line money was used to 
buy stocks in other railroads. Is not that true? 

A. You use that expression. I want to specifically tie this down to 
the transaction that we had. We had not in mind the question of 
the purchase of stocks in other railway companies. We had in mind 
simply the purpose of acquiring Southern Pacific stock, and after- 
wards, of acquiring Northern Pacific stock. We had not in 

1264 mind, nor did we, I believe, use that money for the purchase 
of any other railroad stocks. It was not general. 

Q. Mr. Harriman, I did not ask you particularly whether the 
bonds were issued in the first instance for that purpose, but I say 
more than forty-five millions of this money was used to purchase 

A. To buy Southern Pacific and Northern Pacific. Yes, sir; that 
is right. 

Q. So that if there are to-day outstanding one hundred and forty-, 
five millions of the securities of those railroads, the Union Pacific 
and the Short Line, more than that amount has been used to buy 
stocks in other railroad companies? 

A. To buy Southern Pacific and Northern Pacific; that is right. 

Q. I show you a statement, Mr. Harriman, which was furnished 
by Mr. Mahl, your comptroller, of the stocks purchased since July 
1st and the totals of the cost thereof, added up from his statement. 

A. Do you want me to explain that ? 

Q. I just want to ask you one or two questions. In the first place, 
I want to offer that exhibit, No. 2, in evidence. 

Paper received in evidence and marked " Harriman, Exhibit No. 
2." The same is as follows: 
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Hakhiman Exhibit No. 2. 

Statement shmving dates of slocks purchased since last annual report, June SO, 1906, Uy 
date, and amounts paid therefor. 

UNION PACIFIC RAILEOAD COMPANY. 
ILLINOIS CENTRAL KAILKOAD CO. 

$18, 623, 100 par value, capital stoct, purchased August 9, 1906, cost. $32, 618, 883. 5a 

KAILROAD SECURITIES COMPANY. 

890, 500 par value, common stock, purchased August 9,1906,co8t. 1, 800, 408. 94 
695, 500 par value, common stock, purchased August 10,1906,cost. 1, 406, 314. 91 
636, 900 par value, common stock.purchased Augustl6,1906,co8t. 1, 289, 254. 03 

1, 192, 500 par value,common stock, purchased October23,1906,cost. 2, 409, 178. 54 
\ 

3,415,400 Total 6,905,156.42 

495, 000 par value, preferred stock, purchased August 9, 1906, 

cost 502,040.00 

387, 000 par value, preferred stock, purchased August 10, 1906, 

cost 392,547.00 

353, 900 par value, preferred stock, purchased August 16, 1906, 

cost 359,365.79 

662, 500 par value, preferred stock, purchased October 23, 1906, 

cost 664,035.63 

1,898,400 Total 1,917,988.42 

ST. JOSEPH & GrAnD ISLAND RAILROAD CO. 

$932,200 par value, 1st preferred stock, purchased July 11, 1906... 

1,250,000 par value, 2nd preferred stock, purchased July 11, 1906 

2,900,000 par value, common stock, purchased July 11, 1906 

Total cost $2,022,540.00 

FRESNO CITY RAILWAY CO. 

$495,650 par value, capital stock, purchased July 19, 1906, cost 106, 410. 98 

PACIFIC FRUIT EXPRESS CO. 

10 per cent subscription to $12,000,000 par value, capital stock, paid 
Dec. 10, 1906 1,200,000.00 

Wm. Mahl. 
February 15, 1907. 

OREGON SHORT LINE RAILROAD CO. 

Statement shovAng dates of stock purchased or acquired by subscription rights since last 
annual report, June SO, 1906, to date, and amounts paid therefor. 

ATCHISON, TOPEKA & SANTA PE RAILROAD CO. 

$10,000,000 par value, preferred stock, purchased July 10, 1906, cost. $10, 395, 000. 00 

BALTIMORE & OHIO RAILROAD CO. 

32,334,200 par value, common stock, purchased October 9, 1906, cost. . 88, 801, 040. 00 
7,206, 400parvalue,preferredstock, purchased OctoberO, 1906, cost. . . 6,665,920.00 
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CHICAGO, MILWAUKEE 4 ST. PAUL KAILWAY CO. 

$1, 000, 000 par value, common stock, purchased July 16, 1906, cost. $1, 688, 581. 26 
1, 500, 000 par value, common stock, purchased August 9, 1906, cost 2, 681, 735. 68 
500,000 par value, common stock, purchased August 22, 1906, 

cost 937,433.30 

360, 000 par value common stock, acquired September 25, 1906, 

cost 360, 000. 00 

330, 000 par value, common stock, acquired November 12, 1906, 

cost 330,000.00 

Ten per cent subscription to 18,450 shares preferred and 
9,225 shares common stock paid December 31, 1906. . . 276, 750. 00 

6,274,500.24 

CHICAGO i NORTHWESTERN RAILWAY CO. 

$2, 072, 000 par value, common stock, purchased July 13, 1906, cost. $4, 320, 795. 60 
500, 000 par value, common stock, purchased July 16, 1906, cost. 982, 878. 34 

2,572,000 5,303,673.94 

NEW YORK CENTRAL & HUDSON RIVER RAILROAD CO. 

$1, 640, 000 par value, capital stock, purchased July 13, 1906, cost. . . $2, 490, 317. 12 

5, 830, 000 par value, capital stock, purchased July 16, 1906, cost. . . 8, 224, 998. 75 

2, 000, 000 par value, capital stock, purchased July 1 7, 1906, cost. . . 3, 000, 000. 00 

1, 768, 125 par value, capital stock, purchased July 18, 1906, coat . . 2, 593, 714. 06 

400,000 par value, capital stock, purchased December 6, 1906, 

cost 541,487.50 

400,000 par value, capital stock, purchased December 7, 1906, 

cost 536,187.50 

2, 247, 620 par value, capital stock, acquired December 26, 1906, 

cost 2,247,620.00 

14, 285, 745 19, 634, 324. 93 

NORTHERN PACIFIC RAILWAY CO. 

Five per cent subscription to 24,916 shares capital stock 

paid February 1, 1907 $124,500.00 

Wm. Mahl. 
February 13, 1907. 

Q. That, I will explain, Mr. Harriman, is the additions made from 
this statement, but not made by Mr. Mahl, and subject to correction 
as to their accuracy. 

A. I think they are probably about right. 

Q. From that statement it appears that the cost to the Union 
1265 Pacific and Short Line companies of stocks acquired since July 
1st, 1906, amounts to approximately $131,000,000. 

A. It appears so. 

Q. Is that substantially right? 

A. I think that is about right. 

Q. Is it not a fact, Mr. Harriman, that since the purchase of those 
stocks the market price thereof has decreased about eleven million 
dollars ? 

A. Possibly. 

Q. What do you think about it? 

A. I have not figured it up. Now, Mr. Kellogg, let me explain 
to you, wiU you? 

Q. Yes, sir. 

71535— VOL 2—09 16 
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A. In the first place, we had, as the result of the Northern Pacific 
purchase, $82,000,000 of Northern Securities stock at a cost of about 
$79,000,000. Our annual report, our statements, all show that. 
Then we were forced to take, by the decision of the Supreme Court 
unjustly — it may have been legal — Great Northern which we did 
not want, and a lesser amount of Northern Pacific that we had 
deposited with the Northern Securities, and for which we received 
the Northern Securities stock. At the time that stock, the Great 
Northern and the Northern Pacific, was given to us — forced upon 
us — it had a market value of about $100,000,000. I will go back 
just a minute. We had subscribed in the meantime to three millions 
of Great Northern stock, which had been offered to the stockholders, 
making the total cost of whatever Great Northern and Northern 
Pacific we had, about $82,000,000. Mr. Kellogg, if you will follow 
me, I can make this plain. 

Q. I am listening to you, Mr. Harriman. 

1266 A. And that, when we took over the Great Northern and 
Northern Pacific, in exchange for our Northern Securities 

stock, was worth in the market about one hundred million dollars. In- 
stead of disposing of it at that time, we held it- until the market 
price increased in value' somewhere to near one hundred and forty- 
five million to one hundred and fifty million dollars. We sold 
some of it gradually as it went up, but at that value the returns from 
the Northern Pacific and Great Northern, were less than 3 per cent 
on the stock that we held. Therefore we concluded that it was 
better to sell those stocks and invest the same money in other securi- 
ties, that would give us greater returns. So that, following out 
that line, we had sold enough of those stocks to realize $116,000,000. 
Are you trying to check that up? 

Q. Yes, sir. 

A. We reinvested that in securities listed here other than Balti- 
more & Ohio, at a cost of about $85,000,000. We have on hand, 
remaining in the treasury of the Union Pacific, or the Oregon Short 
Line, Northern Pacific and Great Northern stock, at the present 
market value of about $30,000,000. So that would make, with 
$116,000,000 of the value sold, and with that we have on hand, 
about $146,000,000. The Baltimore & Ohio stock purchased has not 
to be paid for until March and September. 

Q. I hear you, Mr. Harriman. 

A. Now, the difference between the cost of the other stocks, 
$85,000,000 and $116,000,000 already realized, is about $21,000,000. 
Is that right, or is it $31,000,000? 

Mr. Mahl. $31,000,000. 

A. $31,000,000. The stock of the Great Northern and the 

1267 Northern Pacific we still have on hand, if sold at the present 
prices, would make that $61,000,000 received in excess of the 

amount already invested and paid for. 
Q. Is that all you wish to say? 



HABEIMAN. 749 

. A. Now, one minute. We have to pay for Baltimore & Ohio, 
$45,000,000. 

Q. $45,000,000. 

A. So that the proceeds of the Northern Pacific and the Great 
Northern would realize something like $17,000,000 in excess of the 
cost of all the securities' purchased; and the income from those 
securities, instead of being as it was in the case of the Great Northern 
and Northern Pacific, about three million and a quarter, or three 
million and a half dollars, will approximate six million and a half 
dollars. So that if we had held Great Northern and Northern 
Pacific, we would have an investment realizing less than three million 
and a half dollars, and the market value would have been reduced 
very much more than the eleven million or ten million which you 
refer to as the difference between the market price of the securities , 
and the market price of the Great Northern and Northern Pacific. 

Q. Then if Northern Pacific and Great Northern maintain their 
present market price, you estimate your profits in that, at about 
$61,000,000? 

A. Something like that. 

Q. But if it continues to go down, and the other stocks that you 
have bought continue to go down, you may lose all your profits ? 

A. That is possible, but at the same time, if we had held up to 
this time — we are not infallible. 
1268 Q. No, sir. 

A. We make mistakes. 

Q. Certainly. 

A. I have made many mistakes in my life and I presume you have, 
but we are using our best judgment. We had this investment in 
securities. The hundred million of stock was issued for the purpose 
of paying for those investments. We realized on those investments 
to the best advantage we could and reinvested in the securities which 
we thought were of the highest class, and the most interest to the 
Union Pacific. 

Q. Then the investment of the Union Pacific in stocks depends, 
like any other stock investment concern, on whether the stocks go up 
or down, does it not? 

A. I do not think so. I think it is a question of income. It is 
not always a question of capital, or a question of value. 

Q. You have been selling stocks of the Northern Pacific, have 
you not? 

A. What do you say ? 

O. ■^'ou are selling Northern Pacific stocks now? 

A. Who says we are? 

Q. You have been this winter, have you not? 

A. I think we have. 

Q. I show you a statement 

A. Yes; we have sold some stocks this winter, or last autumn, 
within the last few months, I don't know just when. 
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Q. I would like to ask a few questions about the purchase of 
Southern Pacific stock. Is that one of the stocks which you said 
yesterday was purchased for control as a permanent investment? 

A. I did not say it was purchased for control. 

Q. Well, what was it purchased for ? 

A. It was purchased for the purpose of getting a dominat- 

1269 ing interest in the Southern Pacific Company. 

Q. It acquired the dominating interest by that purchase? 

A. By that purchase ; yes, sir. 

Q. Who was in control and management of the Southern Pacific 
Company prior to the acquisition by the Union Pacific ? 

A. The stockholders. 

Q. Well, that is quite so, but who was the president, Mr. Hunt- 
ington? 

A. No, I think not — prior to our purchase ? 

Q. Yes. 

A. Mr. Hayes. 

Q. Well, shortly prior to your purchase, Mr. C. P. Huntington 
died, did he not? 

A. Yes ; I don't remember ; I think it was about six months. 

Q. Prior to his death, Mr. C. P. Huntington for many years had 
been in control of the Southern Pacific road, had he not— that is, he 
had been the head ? 

A. Yes, for many years. Mr. Stanford had been president, you 
know, at one time. 

Q. But for some years past Mr. C. P. Huntington had been the 
head of the Southern Pacific system? 

A. Yes. 

Q. Now, as it appears, the first purchase was 750,000 shares and 
afterwards 150,000 shares, making 900,000 shares, which the com- 
pany owned prior to the issue of the preferred stock — that is, either 
the Union Pacific or the Short Line? 

A. Yes. 

Q. I refer to it as Union Pacific. 

A. Yes. 

Q. Why did you buy just a little less than the majority? 

A. Well, I presume that we thought it was not necessary to buy a 
majority. 

Q. You could control it just as well with a minority? 
A. Undoubtedly. 

1270 Q. In other words, owning just a minority of the stock — — 
A. That is, for our purposes it was just as good to us. 

Q. As a controlling interest ? 

A. Yes, it was a dominating interest, and a very large outside in- 
terest, as copartners. 

Q. A large amount of this stock was bought from the Huntington 
estate, wasn't it? 

A. I think it was — ^no, wait a minute 

Q, Did you carry on the negotiations for the purchase? 
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A. I helped carry them on. 

Q. Didn't you make the arrangement for the purchase for the 
Union Pacific? 

A. No, not for the Union Pacific. 

Q. Well, the Union Pacific and Short Line. 

A. No, from the Huntington estate, I made no arrangement for 
any of our companies. 

Q. Was all of that stock purchased from the Huntington estate? 

A. The whole 900,000? 

Q. The whole 760,000 shares. 

A. I think not. 

Q. I notice that your statements show that since that time, since 
the acquisition of the other 150,000 shares in 1902, I believe, that at 
all times since either the Union Pacific or the Short Line has owned 
900,000 shares of the common stock according to the statements. 
Now, where did you get the 300,000 shares of the stock that you sold 
to William Kockefeller on March 13, 1903? Is that a part of the 
900,000 shares? 

A. Yes, sir. 

Q. I Notice that stock was sold pursuant to a resolution, March 30, 
1903, and purchased back from Mr. William Eockefeller on Novem- 
ber 12, 1903. Is that your recollection of it ? 

A. That is my recollection. 
1271 Q. (Handing paper.) I show you a letter written to you 
by Mr. Eockefeller. 

A. That is right. 

Q. This is signed William Eockefeller : " Eef erring to the agree- 
ment entered into between you and me on March 30th, 1903, in re- 
spect to the 300,000 shares of the capital stock of the Southern 
Pacific Company, I beg to state that I should be glad to have you 
take over the stock now instead of waiting until the first day of 
May, 1904, as originally contemplated." Now, what was the agree- 
ment that contemplated the Union Pacific taking the stock back ? 

A. It was a reciprocal agreement between Mr, Eockefeller and 
myself, in that he was to purchase that stock and have the privilege 
on May 1st, the year following — what was the date of that letter? 

Q. November 5th, 1903. 

A. Well, he was to have the privilege on the 1st of May, 1904, to 
deliver the stock back to us at the same price at which we sold it 
to him. 

Q. Then it was-*^ — 

A. And a reciprocal agreement on our part that we were to have 
the privilege to take it back. 

Q. Then it was a sale with a condition, it was a sale by the Union 
Pacific Eailroad Company or the Short Line Company, with a con- 
dition that you were obliged to take it back if Mr. Eockefeller asked 
you to, on May 1st, 1904, at the same price with interest. 

A. With interest, and I think a commission of one per cent. 
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Q. With interest and a commission of one per cent ? 
A. I think so. 

Q. Which would be $300,000? 
A. Yes, I think so. 

Mr. LovETT. Mr. Harriman is mistaken about the rate of com- 
mission. 

1272 Q. I think that is so. Five-eighths of one per cent. 
A. Five-eighths of one per cent, i 

Q. Now, then, if the Short Line Company was responsible, Mr. 
Rockefeller assumed no obligation, and merely had a conditional 
title to the stock, is not that true? 

A. And paid for it. 

Q. Only paid for a part of it, didn't he ? 

A. He gave good collateral and a note for the balance. He paid 
$6,000,000 and gave his note and marketable collateral for the se- 
curity of the note for eleveji millions and odd hundred thousand 
dollars. 

Q. I notice by your annual report of June 30, 1903, after this 
stock was sold to Willianj Rockefeller, you report that the Union 
Pacific Company and its auxiliary company, the Short Line, own 
$90,000,000 or 900,000 shares of the capital stock of the Southern 
Pacific Company. Is that correct? 

A. Yes, of course. 

Mr. LovETT. What was the date when that report was issued? 

Mr. Kellogg. For the year ending June 30, 1903. 

Mr. LovETT. What was the date of the report ? 

Mr. Kellogg. Stocks owned June 30, 1903. By this report it ap- 
pears on page 25, stocks owned June 30th, 1903 ■ 

Witness. That is all right. Don't show it to me ; it is undoubtedly 
correct. 

Q. Well, you considered you owned it at that time, didn't you? 

A. That whole transaction of the 300,000 shares of stock sold to 

Mr. Rockefeller was a protective measure, pure and simple. There 

had been a syndicate or a pool formed in Wall Street to 

1273 speculate in Southern Pacific stock, and they were said to 
have acquired about 300,000 shares. They had appealed to 

the stockholders and had appealed to the courts and had tried to get 
enough proxies with their stock to prevent us from continuing in 
the management of the Southern Pacific, and to force in some way 
a distribution to the stockholders, so that they could get a market 
for and sell their stock out to advantage. We were fearful that they 
might get a temporary injunction, and prevent us from voting on 
the whole 900,000 shares of stock, and in order to protect us against 
such a condition, we took this method of disposing of enough stock, 
we thought, that would enable us, with the proxies that we might 
obtain from the other stockholders, to control the election as against 
this speculative syndicate. It was purely to protect the interests of 
the Union Pacific or Short Line stockholders. 
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Q. That is, if it was necessary to show that somebody else owned 



A. And in fact there never was any election for the year 1903. 
There was a temporary injunction obtained, and it was in the courts 
until some time in the autumn of 1903. 

Q. Well 

A. Now, one minute and I will explain it all to you. 

Q. All right, I want it all. 

A. The annual report of the Southern Pacific was not approved 
by its Board of Directors until after November 12, 1903. It has been 
the custom of the comptroller to hold its books open until after the 
annual report has been approved by the Board of Directors. Now 
then, when this stock was returned in November, on November 12, 
some six months prior to the time of the agreement at which 

1274 Mr. Rockefeller was to have the right to return it to us, the 
comptroller made his entries as of June 30, 1903, and that was 

the reason that the 300,000 shares was not shown to have been dis- 
posed of during that year. I believe that explains it. 

Q. Well, this is the Union Pacific 

Mr. LovETT. Mr. Harriman said a temporary injunction was 
granted. As a matter of fact, an application was made for an in- 
junction, and it was set down for hearing, and the court required that 
the election should be postponed pending the decision of the question. 
The injunction was not actually granted ; subsequently it was refused, 
but it had been set down for argument. i 

A. And we wanted to get 300,000 shares of stock in the ownership 
of somebody who would act against the attempt of this speculative 
pool to control the property. 

Mr. Kellogg. Well, the decision of the court on that injunction, 
as I recall it, Mr. Lovett, was rendered on the 3rd of April, 1903, 
refusing an injunction. 

Mr. LovETT. Yes, and an appeal was taken, and pending the ap- 
peal — — 

Witness. It was pending the appeal, and then it was settled some 
time in the autumn of 1903, the whole matter was disposed of. 

Mr. Kellogg. Well, it is the report of the Union Pacific that I 
refer to, in which Mr. Mahl reports by a letter to you on October 27, 
1903, that on June 30, 1903, the Union Pacific or Short Line owned 
900,000 shares of this common stock. 

Mr. LovETT. The report is dated November 12. 

1275 Mr. KJELLOGG. Oh, certainly, but the report shows the stocks 
owned on June 30, 1903. 

Witness. I know. I have just explained that to you that he made 
his entry as of June 30, 1903. 

Q. Well, in any event, the object of selling the stock was to enable 
the Union Pacific, if it was necessary in that suit, to show that it did 
own that 300,000 shares? 

A. Undoubtedly. 
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Q. And it was necessary, to show that it did own it, that is, to have 
a string on it, so you could get it back? 

A. No, it was not. 

Q. As a matter of fact the sale 

A. No, no ; you can not put intention at this late day on the part 
of the Union Pacific Eailroad. It was purely for the purpose of 
getting that stock into the ownership of somebody who would act 
against this pool who were trying to get control of the Southern 
Pacific Company for speculative purposes. 

Q. Let me inquire into that for a moment. That suit was brought 
by a man by the name of Taylor, was it not ? 

A. Was that the man? 

Q. He was connected in some way with Mr. Keane, a gentleman 
well known in Wall Street, I believe ? 

A. A son-in-law. 

Q. A son-in-law of Keane? 

A. Yes. 

Q. I am not familiar with Wall Street 

A. What? 

Q. Well, Mr. Taylor claimed, didn't he, that he was a stockholder 
in the Southern Pacific Company, in that suit? 

A. I believe he did. 

Q. And he was a stockholder, was he not, or Mr. Keane ? 
A. He was a stockholder of record. 
1276 Q. Yes, he claimed that the control by the Union Pacific of 
the Southern Pacific was unlawful, because it was the control 
of a parallel and competing line, which the stockholders had a right 
to object to, did he not ? 

A. Did he do that? 

Q. That is my recollection; is that true? 

A. I have forgotten. Well, he did not prove it, anyway. 

Q. He did not get jurisdiction of the Union Pacific, because it did 
not live down at Beechmont, Ky. 

A. Is that the reason ? 

Q. That is the reason. 

A. Well, I have never been there. I don't know what sort of a 
place it is. 

Q,. 1 don't believe anybody else ever has. I think that it is the 
headquarters of the Southern Pacific Company, is it not ? 

A. Yes. 

Q. Now, in order to show that the Union Pacific was not con- 
trolling a parallel and competing line you sold that stock to Mr. 
Rockefeller, didn't you ? 

A. No, sir. 

Q. That was not the reason ? 

A. No, it was not. 

Q. Was it not transferred to him in order to enable you to show 
that you did not own enough stock to control the Southern Pacific? 

A. No, sir. 
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Q. Did you not deny in that suit that you did control the South- 
ern Pacijfic? 

A. I don't remember that. Did we? 

Q. Well, didn't you admit that you controlled the Southern Pa- 
cific — which is it? 

A. I don't remember. 

Q. But you did control it, didn't you ? 

A. Practically. 

Q. For that transaction, without Mr. Rockefeller assuming any 
particular responsibility, you paid him $187,500 commission. Is 
that true? 

1277 A. We paid him $187,000 for paying us $6,000,000 and giv- 
ing us his obligation secured by good collateral which we 

could have used for the balance, about an $18,000,000 transaction, for 
about fifteen months. 

Q. But he had the obligation of the Short Line Railroad Company 
to take that stock back at the same price ? 

A. What are you trying to prove, that that was too large a com- 
mission ? 

Q. , Oh, I don't know, I want to find the facts. 

A. If you had had the money, would you have assumed it for less? 

Q. I can not imagine having that amount. 

A. We thought — but you want to have it, that is the trouble. 

Q. Well, we will pass that transaction. Now, Mr. Harriman, it 
appears in the list of stocks which you bought for the Union Pacific 
Railroad Company — I notice that on July 10 the Oregon Short Line 
Railroad Company purchased $10,000,000 par value of the Atchison, 
Topeka & Santa Fe Railway Company for $10,395,000. You recall 
that, substantially? 

A. Yes, sir; no doubt about that. 

Q. What was the object of purchasing that stock ? 

A. To invest some of the money that we had on hand. 

Q. The Santa Fe is a parallel and competing line with the Union 
Pacific, is it not? 

A. Undoubtedly, I am sorry to say. 

Q. And prior to that time you had made arrangements with Mr. 
Ripley for a representation on the board of the Southern Pacific, 
hadn't you ? 

Mr. MHiBURN. Whom do you mean by " you " ? 

Mr. ICellogg. You, Mr. Harriman, I mean. 

A. Yes, myself and some of my associates. 

1278 Q. In 1904 did you have an interview with Mr. Ripley 
about obtaining a representation on the Santa Fe board ? 

A. During 1904? 
Q. Yes. 

A. I presume it was. When were the representatives that we sug- 
gested elected? Have you got a record of it? 
Q. Yes. 
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A. I don't think it is material. I had several interviews with both 
Mr. Morawetz and Mr. Eipley ; mostly with Mr. Morawetz. 

Q. State the substance of your interview and arrangements with 
Mr. Eipley, please? 

A. With Mr. Eipley and Mr. Morawetz, both, do you mean ? 

Q. Yes, Mr. Eipley and Mr. Morawetz. 

A. It was mostly with Mr. Morawetz. 

Q. Mr. Morawetz represented the Santa Fe? 

A. Yes, he was chairman of the board. 

Q. And Mr. Eipley was president? 

A. It was in substance that we were to try to establish a better 
relationship between all the railroads, in the line that we should deal 
more frankly with each other, more publicly and more frankly, and 
not operate our lines for the purpose of destroying each other, but 
for the purpose of helping each other, and for developing the terri- 
tory served by each, and to that extent I even went so far with Mr. 
Morawetz as to tell him that as far as the Southern Pacific was con- 
cerned, I would be willing to even put him on the executive com- 
mittee of the Southern Pacific so that he might know what our 
intentions were, if he chose to. After considerable talk on those lines 
they concluded that they would give representation — not to 
1279 the Union Pacific Eailroad — or I can not say that it was rep- 
resentation for stock that was owned by myself and some of 
my associates, but that they would elect to the Atchison board two 
men that were suggested by us, and to that end elected Mr. Eogers 
and Mr. Frick. 

Q. Both of whom were directors of the Union- 

A. Yes, I think they were. Now, then, the effect of that has been, 
so they tell me, that they have acquired two of the best directors that 
they have ever had. So far as my knowledge of the Atchison is con- 
cerned, through the information that has been conveyed to me by 
either of those men, it has been practically nil, in fact so much so, 
that when it was — I am afraid you are getting his mind off of this, 
Mr. Severance. 

Q. Go ahead, Mr. Harriman. 

A. So that when they had concluded in the Board of Directors to 
issue $98,000,000 of convertible bonds, and to obtain the consent of 
the stockholders to increasing the stock, I did not know anything 
about it until it was announced in the newspapers. 

Q. Well, this establishing closer relations and friendly interests 
is what is commonly known as community of interest ? 

A. I never invented that ; I don't like the term. 

Q. I thought you invented it. 

A. No, I never invented it. 

Q. I would like to find the inventor. 

A. I call it a common interest ; we all have a common interest. 

Q. Now, then, was it stated at that time by you that gentlemen con- 
nected with the Union Pacific had acquired large interests, to the 
extent of over $30,000,000 in the stock 
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1280 A. I don't remember that we said how much we had ac- 
quired, but that we personally had acquired large interests in 
the Atchison stock. 

Q. Was that stock acquired by you and Mr. Frick and Mr. Rogers 
before Mr. Eogers and Mr. Frick were elected to the Board ? 

A. Oh, yes, a long time before. 

Q. And that stock amounted to over $30,000,000, as Mr. Eipley 
stated, about one-seventh of the capital stock ? 

A. Did Mr. Ripley state that? 

Q. That is my recollection. 

A. I don't know how he knew ; I don't know that I ever told him. 

Mr^ Severance. He said he looked you up. 

Witness. It was only an estimate on his books. 

Mr. LovETT. I think Mr. Ripley testified that he did not know how 
much, but he assumed it was $25,000,000 to $30,000,000. 

Witness. Suppose he did ; that does not bear on this question. 

Q. Well, had these parties acquired from $25,000,000 to 
$30,000,000? 

A. I don't know that you can inquire into that. 

Q. Since that time and until June 10, 1906, the Union Pacific itself 
as a company, or the Short Line, has acquired $10,000,000 of this 
stock? 

A. That was an investment pure and simple in the preferred stock. 

Q. Was that a part of the stock which had been previously ac- 
quired by you, Mr. Rogers and Mr. Frick ? 

A. I think not 

Mr. MiLBUEN. No- 



1281 Q. Well, do you know it was not? 

A. Well, I received a shock ; I don't think I can answer. 

Mr. Kellogg. I suggest you gentlemen let Mr. Harriman go ahead, 
and he will clean this whole thing up. 

Q. Do you know that it was not, Mr. Harriman? 

Mr. MiLBUEN. Mr. Harriman, I am going to draw, as far as you 
will allow me, the lines I drew yesterday. I think this question is 
within the objections I made at that time, and I would like the 
same proceedings taken in reference to this question as were taken 
to the other. 

Mr. Severance. Do you want to withdraw the answer ? 

Mr. MiLBUEN. We will let stay what is in, but I do not think it is 
proper to pursue it further. 

Q. Of whom did the Union Pacific buy that $10,000,000 of stock? 

A. Kuhn, Loeb & Co. 

Mr. Kellogg. Was it or any part of it at that time owned by any 
of you three gentlemen? 

Mr. MiLBUEN. That I object to. 

The Chaieman. You object to his answering the question on the 
same grounds as stated to the similar question asked yesterday ? 

Mr. MiLBURN. Yes, and could we have the record contain the 
same proceedings, without going over it? 
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The Chairman. The objection is overruled and the witness is 
directed to answer. 

Mr. MiLBUEN. Yes, and the witness declines to answer . on the 
grounds assigned to a similar question, yesterday, as repeating what 
is on the record. 

1282 The Chairman. Precisely. 

Mr. MiLBUKN. That is understood. 

Mr. Kellogg. Is that your position, Mr. Harriman ? 

"Witness. Absolutely. 

The Chairman. Just one moment, Mr. Kellogg. It appears, Mr. 
Harriman, that for reasons stated by you, or under the circumstances 
stated by you, that two gentlemen who were then directors of the 
Union Pacific were elected directors of the Santa Fe? 

Witness. Yes. 

By the Chairman : 

Q. Was there any corresponding arrangement by which one or 
more men who were identified with the Santa Fe were elected 
directors of the Union Pacific ? 

A. No, sir; it was purely this question that I suggested to Mr. 
Morawetz that we sought to overcome. 

Q. The Union Pacific then got representation 

A. No, sir; no; the Union Pacific did not get representation. 

Mr. MiLBUEN. You know Mr. Eipley testified that they would not 
have a Union Pacific representative on their board. 

Q. That depends perhaps on what is meant by representative. 

A. I don't think that any one ever asked them to. 

Q. My recollection was that Mr. Kipley objected to having an 
executive officer of the Union Pacific, or one active in its manage- 
ment, elected as a director, but of course he perfectly understood 
that Mr. Rogers and Mr. Frick, to whose election to the directory 
he assented, had been directors of the Union Pacific, and he 

1283 expected that they would continue to be directors of the 
Union Pacific. I am simply inquiring whether there was 

any corresponding arrangement by which the directors of the Santa 
Fe were elected to the directory of the Union Pacific. 

A. No, sir. 

Q. Mr. Harriman says there was no such thing. 

A. No, sir. 

Q. So that in point of fact, up to this time, there is no officer or 
director of the Santa Fe, who is also a director of the Union Pacific, 
the Southern Pacific or the Atchison? 

A. I think not. 



By Mr. Kellogg: 

Mr. Harriman, Mr 
nion Pacific? 
A. I believe they were. 



Q. Mr. Harriman, Mr. Rogers and Mr. Frick were directors of 
the Union Pacific? 
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Q. They had accumulated, as Mr. Ripley said, together with you, 
a large amount of Santa Fe stock? 

A. Who said they had? 

Q, Mr. Ripley. 

A. How did he know? 

Q. He said you said so. 

A. I think not. 

Q. Is that true? 

A. Did Mr. Ripley say that they had 

Mr. LovETT. He so testified. 

Witness. Mr. Ripley probably knew better than I did. Mr. Kel- 
logg, I am not going to answer that question, because I do not think 
you have any right to ask me whether they or anybody else had any 
interest in Atchison or Union Pacific with me. 

Q. I am trying to get at what this harmonious arrangement was 
between the Santa Fe and the Union Pacific. 

A. Who said there was a harmonious arrangement? 

Q. You said so to Mr. Ripley and Mr. 

A. I said we ought to have franker methods of dealing with our 
company. 
1284 Q. Yes ; get along in harmony with them. 
A. Get along in harmony with them. 

Q. And that method was accomplished by having common diriec- 
tors? 

A. Not common directors. We have no directors of theirs in our 
company. 

Q. Is there no director of the Santa Fe- 



A. I said myself and some of my associates had large interests in 
the Atchison road, and there ought to be somebody in there who 
would properly represent not only our stock but the stockholders 
of the Atchison road, to the end that we might have a better under- 
standing and a franker dealing between our corporations, if you 
like. In other words, I had a common interest, I might say — an 
interest in Union Pacific and an interest in Atchison myself. 

Q. And the greater the common interest you gentlemen had in the 
two lines, the less competition? 

A. Not necessarily. I wish it were so. 

Q. You think you have not reached the millehium on the Pacific 
Coast yet? 

A. Nor anywhere else. 

Q. Did you think it proper for directors of the Union Pacific to 
be on the Board of Directors of a parallel and competing line, the 
principal competitor of the Union and the Southern Pacific? 

A. I undoubtedly thought that those men were proper to put in 
the Atchison board, otherwise I would not have suggested it. 

Q. They were active directors of the Union Pacific, were they not? 

A. They may be active directors in some other companies. 

Q. Were they active directors in the Union Pacific? 
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A. I have told you that already. 

1285 Q. Yes; very prominent directors. 

A. Yes; they were prominent directors. Their personality 
would make them prominent wherever they were. 

Q. Certainly. They were also active directors in the Santa Fe, 
were they not? 

A. I believe they were just the same; they would be wherever they 
are. 

Q. Now, which interest did they represent the most, the Union 
Pacific or the Santa Fe? 

A. Where? 

Q. In the meetings. 

A. In which meetings? 

Q. When questions of conflict came up between the Union Pacific 
and the Santa Fe, which did you expect those gentlemen to repre- 
sent? 

A. They would represent the interest of the stockholders of the 
company for which they were acting. 

Q. At the time? 

A. At the time. 

Q. Under that arrangement, under this harmonious 

A. Now, you are inventing a phrase, " harmonious." That is worse 
than " community of interest." 

Q. What will I call it? 

A. I don't know. 

Q. Under this arrangement for closer 

Mr. MiLBURN. Frank relations. 

Q. Oh, yes; more frank relations. Under this frank understand- 
ing between the Santa Fe and the Union Pacific, you gentlemen 
joined in the ownership of a railroad in Northern California, did 
you not? 

A. They had nothing to do with it whatever. 

Q. That has been done since this frank arrangement was made? 

A. It was not because of it. I should say it was njt done because 
of any representation on the Board of Directors of persons 

1286 who were also directors of the Union Pacific. In fact, so far 
as I know, they had nothing to do with it — those people. 

Q. Under that arrangement, instead of the Santa Fe building into 
and having a railroad into the territory of the Union Pacific and 
Southern Pacific, you made an arrangement with the Santa Fe Com- 
pany for a joint alternate shuttlecocking management like the Alton, 
did you not? 

A. Now you are inventing another phrase. There is no shuttle- 
cock about it. It is purely and simply a business transaction for 
the control of important properties, and for the development of im- 
portant properties, and for the development of territory tributary 
to those properties. 

Q. It is a joint ownership ? 
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A. It is a joint ownership of the Santa Fe and Union Pacific north 
of San Francisco, leading into Mendocino County. 

Mr. MiLBUEN. Southern Pacific you mean, instead of Union Pa- 
cific. 

Witness. Southern Pacific. 

Q. Well, Southern Pacific, it is all one. 

A. I wish it were all one. I hope you will help us to get legisla- 
tion some time so that it will be all one. That is where we will 
get some day. 

Q. It is pretty nearly all one man. Under that arrangement there 
is an alternate arrangement with the Santa Fe? 

A. Yes; you might call it a joint management. 

Q. So competition in that territory has been eliminated? 

A. There never was any. 

Q. There never was any? 

A. There never was. Wait a moment, Mr. Kellogg. Don't 

1287 get a false impression about that. The Santa Fe had interests 
up in Mendocino County, some 150 miles north of the terminus 

of the California & Northwestern road, which was owned by the 
Southern Pacific Company, and it was not a question of construc- 
tion of parallel lines so much as it was a question of traffic or track- 
age arrangements between the lines north of the terminus of the 
California & Northwestern, and that road itself, whether a joint 
ownership was not better than a traffic or trackage alliance. 

Q. There is a contract for the joint control of that road, is there 
not? 

A. Yes; there is, and I am quite proud of it. We made great 
sacrifices to have that done. 

Q. That is one railroad which is jointly operated by the Santa Fe 
and the Union Pacific? 

A. It is not built yet. ' 

Q. Well, it is to be. 

A. So far as the California & Northwestern is concerned, it is 
under joint control. 

Q. And when constructed, it is to remain under joint control? 

A. I hope so. 

Q. The San Pedro Eailroad, from Salt Lake to California, is also 
under joint control, between the Union Pacific and Mr. Clark? 

A. Yes; but we built that road jointly with him. 

Q. I think he claims he built it. 

A. We built that jointly with him, I say. 

Q. Jointly with him. You sold him 512 miles belonging to the 
Short Line Company, did you not? 

A. For the purpose of enabling the line between Salt Lake and Los 
Angeles to be completed quicker than it otherwise could have 
been. 

1288 Q. That is, you contributed to that line of railroad 512 
miles, is that correct? 
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A. Undoubtedly. 

Q. Mr. Clark contributed some money and some more railroad that 
he had been building? 

A. Yes; some insignificant lines. 

Q. And you put into it a railroad, and the Union Pacific or the 
Short Line and Mr. Clark owned the securities jointly? 

A. Yes. 

Q. You provided for a joint arrangement? 

A. Yes, we developed a new railroad. 

Q. And you brought the Southern Pacific into that with a con- 
tract? 

A. And opened new avenues of traffic. 

Q. Yes, but they all lead to the same place, the Union Pacific? 

A. I hope so. The Union Pacific is quite capable of doing it. 

Q. Competition with the San Pedro line is eliminated there ? 

A. There never was any competition until we built it. 

Q. There is not now, is there? 

A. Isn't any what? 

Q. Any competition now. 

A. Between what? 

Q. Between the San Pedro road and the Southern or Union 
Pacific. 

A. I should say there was ; it is a continual source of annoyance. 

By Commissioner Lane : 

Q. Let me ask Mr. Harriman a question. Do you fix the rates on 
the Union Pacific ? 

A. No, sir. 

Q. Does the Board of Directors fix the rates on the Union Pacific? 

A. No, sir. 

Q. Who fixes the rates ? 

A. The traffic manager. 

Q. The traffic manager? 

A. The various traffic managers. 

Q. Upon what basis are those rates fixed? Upon the basis 
1289 of capitalization ? 

A. Upoii the conditions that exist in the movement of com- 
modities at the time. 

Q. What does capitalization represent in a railroad ? 

A. What do the traffic officers know about capitalization? It is 
purely a business transaction between the shipper and the carrier, 
and the traffic officers have to make a rate that will move that traffic, 
without regard to how much capital there is out on that railroad. 
I do not suppose there is a traffic officer in the country who takes into 
consideration what the capital of his railroad is, when he makes a 
traffic contract. 

Q. Then do I understand you to say that when a rate is fixed by 
a traffic director, that rate is fixed irrespective 

A. Or a traffic manager, or a fteight agent. 
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Q. Or a traific manager or a freight agent — that that rate is fixed 
independent of the return it will yield upon the capital? 

A. I believe that is absolutely so. 

Q. So that capitalization, when we come to the fixing of a rate, has 
absolutely nothing whatever to do with it? 

A. It has, in a general way, but in the general management from 
day to day of the railroad, the traffic men know little or nothing 
about the capitalization of the road. They have to make their con- 
tracts to move the traffic under the conditions that then exist, and 
make a rate that will move it. 

Q. Are we justified, then, in excluding from consideration 

A. I don't believe you are. 

Q. In the making of a rate ? 

A. I don't believe you are, in regulating the rates generstlly. 

1290 Q. Now, what does capitalization represent? 

A. It represents the investment in the property. 

Q. The investment in the property ? 

A. Yes, sir. 

Q. Do you mean to say, then, that the capitalization represents 
the actual value of the property in use for transportation purposes? 

A. Well, the actual value of the whole property, whether it i^ 
actually in use for the specific purpose of moving traffic from one 
point to another. I don't quite catch what you mean. 

Q. I mean, is it the property that is actually used as a railrQi^d 
property, or is it all of the properties that the railroad company may 
have, or is capitsilization })9.sed upon earnings ? 

A- It is very largely both. I don't qyite catch it yet. 

Q. What is the basis upon which you capitalized the Union Pacific 
Eailroad Company? 

A. I didn't capitalize the Union Pacific Railroad Company. 

Q. You added $100,000,000 of convertible bonds, did you not? 

A. Yes, for a specific purpose. 

Q. What was that purpose? 

A. To purchase the Southern Pacific and the Northern Pacific. 

Q. You did that upon the basis of the earnings of the UnioiB 
Pacific, did you not? 

A. That was the basis of the credit of the Union Pacific, that it 
could continue to pay interest on those bonds even if it had to stop 
paying dividends on its stock. 

Q. You found it was possible to extend that credit $100,000,000 
more than it had been theretofore ? 

1291 A. Yes; and it might have jeopardized the dividends on the 
Union Pacific stock itself. That is, we subrogated the stock 

to the bonds. If the Northern Pacific and the Southern Pacific had 
made no returns from their stock, no dividends, the income of the 
Union Pacific would have had to be used to pay the interest on those 
bonds, and to that extent it would have had to be deducted from the 
amount available to pay dividends on its stock. 
Q. But, as a matter of fact, that event did not transpire? 

71535— VOL 2—09^ IT 
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A. That event did not transpire in this instance. 

Q. You did take the $100,000,000, or a portion of it, and you 
bought the Southern Pacific, a competing line ? 

A. No, a connecting line. 

Q. You object to the word " competing? " 

A. I do, absolutely. 

Q. You bought the Southern Pacific. Now, it was by virtue of 
the Union Pacific's revenue and ability to earn that you did that? 

A. The credit of the Union Pacific, based on its earnings. 

Q. Its earnings were based, in turn, upon its receipts, were they 
not? 

A. Upon its traffic. 

Q. So that by the raising of rates, you could increase the returns 
of the Union Pacific ? 

A. But that never has happened. 

Q. Or by the lowering of rates you might lower the returns of the 
Union Pacific? 

A. Yes. We had $200,000,000 of stock behind these bonds, on 

which we were paying dividends, preferred stock and common stock, 

$100,000,000 of each. Therefore, in so far as we issued those 

1292 bonds, we jeopardized the dividends that might be paid on 
those stocks. 

Q. Now, if you uphold rates, hold your rates high and get a large 
return from the Union Pacific, and by virtue of that large return 
from the Union Pacific, showing a large earning, you are enabled to 
higher capitalize the Union Pacific and borrow more money upon it, 
and by borrowing more money are able to reach out and buy other 
railroads, then fundamentally it is upon the basis of the rate you are 
fixing on the Union Pacific? 

A. Not altogether. It is also on the basis of the returns which 
we may receive from the investment in those other securities. It is 
not altogether the rates on the Union Pacific. For instance, what 
is going to become of the six and a half million dollars income which 
we receive from the investments in these stocks which has already 
been shown, and which goes into the treasury of the Union Pacific? 
It doesn't come from its traffic. 

Q. I would like your opinion upon this, Mr. Harriman: Why 
should the Union Pacific, as a railroad, be empowered or have the 
right, out of its credit as a railroad, to buy other railroads? 

A. It depends upgn what that other railroad is. 

Q. No, it does not. 

Mr. MiLBUEN. That, the State has conferred. 

Comr. Lane. There is no man more eminent than Mr. Harriman in 
the railroad world, and I would like to get his judgment on that 
proposition. 

A. Mr. Lane, it is a pretty broad question and pretty hard to 
answer it oflEhand. It would require a great deal of deep 

1293 thought. If we had not had the power to buy the Southern 
Pacific with the credit of the Union Pacific, the territory 

of the Southern Pacific would have been ten years behind what it is 
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now. If we had acquired the Northern Pacific, the Northern Pacific 
territory would have been ten years ahead of what it is now. 

Q. Then you think also, if you acquired the Santa Fe you might 
improve that? 

A. That is a very different question. I believe we could. I be- 
lieve under proper regulation and proper statutes, which would 
enable railroads to combine and establish lines upon which traffic 
could be moved at the least cost, we could reduce our rates; but just 
so long as we are prohibited by law from agreeing among ourselves 
without the danger of being sent to State prison, you have this 
chaos that now exists. Just as soon as we can get laws that will 
enable us to combine and establish these lines, so that we can conduct 
the. traffic on the lines of least resistance, at the least cost, we will 
then be able to reduce the charge, and also to increase wages or to 
stand the increase in wages, and not before. 

Q. Do I understand your reasoning to be this: that inasmuch as 
there is some law which prevents your combining wij;h other rail- 
roads, you, upon the strength of the earnings of one railroad, will 
extend and buy other railroads? 

A.. I didn't say we couldn't combine. We could not have consoli- 
dated with the Southern Pacific without acquiring all its stock, and 
there might have been a doubt about our being able to conspli- 
1294 date. We could not consolidate with the Northern Pacific 
without acquiring all its stock. We had to have the action 
of the stockholders. 

Q. What is the law that you would want, that would bring about 
this beneficial result ? 

A. A law that would enable corporations to make contracts be- 
tween themselves under proper regulations, just the same as indi- 
viduals have the right to make contracts; contracts that would be 
standing and enforceable for a long term of years, so that it would 
enable railroads to establish these lines upon which traffic could be 
moved at least cost, taking various parts of the lines as they now 
exist. If there had been such a right, the purchase of the Burling- 
ton by the Northern Pacific and the Great Northern might not have 
taken place. 

Q. Would the purchase of the Southern Pacific by the Union 
Pacific have taken place? 

A. It might not have. We might have made a contract between 
the Southern Pacific and the Union Pacific for the use of the South- 
ern Pacific lines, so far as they were necessary, and absolutely neces- 
sary. 

Q. What competition would there then be between railroad lines? 

A. As I said it should be under proper regulation. I do not tliink 
that it is to the advantage of the business interests of this coiinTy 
to force business around upon improvident up and down-hill Inies, 
where there is a straighter and more economical line to be used. I 
do not mean to say that no business ought to be allowed to sro o\'er 
that line, because there are other conditions sometimes when the 
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less fortunate line can do business to better advantage and at less 
cost; that is, in filling out its trains. But there should be 
1296 some law — and I think the President of the United States 
had that in mind when he sent his Message to Congress last 
December ; I do not remember his exact language — that there should 
be, under some proper control, a change in the laws which would 
enable contracts to be made between railroads. 

Q. As a matter of fact, there are perhaps 220,000 miles of railroad 
in the United States. Are there 2,000 miles that you know of that 
are actually competing in rates ? 

A. I think every mile is. 

Q. You know all the rates are made by bureaus, and after consulta- 
tion between each other? 

A. I don't know that. I know this, that in the struggle for busi- 
ness, the traffic managers of the railroads try to fill out their trains, 
and they take the business at the best terms they can get, as a rule, in 
order to do that. That is true even in your local business, that is 
competitive business. There is not a point on the Union Pacific Rail- 
road that is not competing with a point on the Atchison road — that 
is, situated under the same conditions, although they may be 200 or 
300 miles apart. If we are going to develop the traffic and the indus- 
tries along our transportation lines, we have got to give the same serv- 
ice that exists at similar points on another railroad, or better service, 
no matter whether it is local or not. 

Q. There are two points in your examination to which I wish to 
refer. One is that capitalization itself does not control and should 
not control in the fixing of a rate ? 

A. Not altogether. 
1296 Q. The second proposition is the question of the right of a 
railroad to use its profits, after it has paid dividends to its 
stockholders, to acquire other railroads. 

Q. I don't think that is quite the position, as you put it a little 
while ago. " 

Q. That is the question. 

A. I don't think the railroads ought to use their profits to tiiat 
extent. They ought to use those profits for the purpose of improving 
the lines they already have, or else, in building up the business of a 
railroad which they might acquire, they might use their profits on one 
line to improve the business of the other. It is to develop the business 
and develop the territory, no matter what line you put it on. For 
instance, the acquisition of the Southern Pacific by the Union Pacific; 
and the credit of the Union Pacific at that time enabled the Union 
Pacific to lend the Southern Pacific $20,000,000, or thereabouts, 
quickly, and make the improvements quickly. If you are interested 
in it, I would like to show you some time the maps which were sub- 
mitted when the improvements on the Union Pacific were first started, 
and the maps that were submitted to the board of directors of the 
Southern Pacific when it was first started. I think it would be quite 
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an object lesson to you to know how these things are begun, and what 
they end in. 

Q. The point I was getting at originally was the point of the in- 
terdependence of the rate and the return of the earnings of the road 
and the rate, and the use by the Union Pacific of a return upon freight 
rates for the purchase of stocks in another company as an invest- 
ment. 

1297 A. I don't think that condition ever has existed. 
Q. You don't think it has. 

A. No, I don't think it ever has. 

Q. Was it the credit of the Union Pacific that enabled you to go 
out and purchase this Northern Pacific stock? 

A. Yes, and we 

Q. Supposing at this time, instead of taking $100,000,000 of 
credit that you had cut down your rates and given the money back 
that way to the people, or that you had increased wages or had 
increased your dividends to your stockholders? 

A. Yes, but the purpose that we had was to acquire contributed 
business to the Union Pacific from other lines. 

Q. That is just the proposition; then you made these connections 
because of the benefit there would be in the connections themselves? 

A. In the connections themselves. 

Q. And one of the elements in making that connection was that 
you could control the rates of other competitors? 

A. No, it was to enable us to go into the territory, that would 
enable us to open territory tributary to the Union Pacific and the 
Southern Pacific. For instance, in the Northern Pacific, if we had 
obtained control of the Northern Pacific, as we ought to, we would 
have opened the whole Washington and Oregon territory to the 
15,000 or 16,000 miles of the Southern and Union Pacific, which we 
are now shut out of, and we have no joint rates — we are shut out 
of it absolutely, and the section served by those lines is shut off from 
direct communication and interchange of business with most of the 
territory north of the Columbia Kiver. 

1298 AFTER RECESS. 

The Chairman. Proceed, Mr. Kellogg. 

Mr. Kellogg. Mr. Harriman, take the stand. 

EDWAED H. HARRIMAN 

resumed : 

By Mr. Kellogg : 

Q. You stated that in your opinion the Northern Pacific Railroad 
would be ten years ahead if you had got control of it, as you ought 
to have done. 

A. I did not mean to open up that vista, but as long as you haVe 
done it, perhaps I had better explain. 
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Q. All right. 

A. I believe that the territory — -that is, the rest of the country—, 
the territories tributary to other railroads would have been opened 
to the use — for intercommunication I might say, to the territory 
served by the Northern Pacific. I believe the improvements on the 
Northern Pacific would have been more drastic, that their equipment 
and motive power would have been increased more rapidly, and I 
believe, more intelligently. 

Q. Well 

A. I understand — I am told now that the Northern Pacific has 
got — is unable to move the traffic tributary to it, and that a large 
part of its motive power — excuse me, not a large part of its motive 
power, but a considerable part of its motive power is out of service, 
because of not being in proper condition. 

Q. Well, there is a good deal of blockade of freight all over the 
country, isn't there? 

A. Do you want to defend the Northern Pacific? 

1299 Q. No, I want to see if they are not all alike, that is all. 
A. I have no doubt there is some freight congestion. 

Q. You may be quite right. 

A. Yes. 

Q. The public is interested primarily in the rates and next in the 
service, is it not ? 

A. Yes, and so are the carriers. 

Q. That is right; their interest should be mutual. Then I judge 
if you think the Union Pacific has been better managed — and I have 
no doubt it has been well managed — that it has given better service 
and at better rates. 

A. No, I will say this, that it has developed its lines quicker, and 
to better advantage than the other lines north of it or south of it. 

Q. Do you undertake to say it has given better rates than other 
trans-continental lines ? 

A. You are going to try to show that we charge higher rates? 

Q. I will try to show — let us see. 

A. I will explain the whole thing. The traffic of the Union Pacific 
and the Southern Pacific is more diversified than the lines north or 
between them; in other words, the commodities carried by the Union 
Pacific are of a higher class than those carried by the Northern Pa- 
cific or the Great Northern. The figures I have in my mind now — ^I 
don't remember about the Northern Pacific, but I believe that nearly 
75 per cent, of the traffic on the Great Northern is either the products 
of the mines or lumber, the products of the forest, and only a little 
over fifty per cent, of the commodities of the Union Pacific are 

1300 of the same character ; therefore if the rate on the Union Pa- 
cific, the average rate is being computed, that ought to be taken 

into consideration. 

Q. Very well. Now, is it a fact that in ten years, from 1896 to 
1906, the rates of the Union Pacific have not been reduced at all, or 
at least to any appreciable extent ? 
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A. I think about seventeen per cent. 

Q. I have had made up 

A. I am not talking about ten years ; I am talking about since we 
have had it. 

Q. Yes. I have a statement which shows the rate per ton per mile 
on the Union Pacific Eoad each year from 1896 to and including 1906, 
and it shows 

A. Let me see it, will you ? 

Q. Yes, sir; I will, when I complete the question. That in 1896 
the rate per ton per mile was substantially .95 of a cent, and 1906 it 
was substantially .92 of a cent. 

A. Have you got the Union Pacific proper or the Union Pacific 
system ? 

Q. The Union Pacific proper, I suppose. 

Comr. Clements. By whom was that prepared ? 

Mr. Kellogg. By the statistician of the Interstate Commerce Com- 
mission from the reports of the Union Pacific Railroad. And that 
for a number of years after 1896 and down to 1905, the rates on the 
Union Pacific were increased. 

A. They were increased up to 1901, and decreased from that right 
down to 1906. In other words, through 1900 and 1901, they were 

over a cent a ton a mile and 1.5 cents, and in 1906, .924 cent. 
1301 Q. But they were higher in 1903 and 1904 than they were 
in 1906, were they not? 

A. Yes, they were higher in 1902, 1903 and 1904 than they were 
in 1906. You have 2,900 miles; I don't Iniow what this refers to. 
There is only 1,800 miles in 1896, 1897 and 1898, and then it increases 
to 2,900 miles and 3,000 miles from 1900 on, so that you are including 
some of the Short Line with it. 

Q. I am not including the 'Short Line or the Oregon Navigation 
Company. 

A. Yes, but you take 1899, the rate on the Union Pacific, as you 
have it here for 2,848 miles, was 1.16 cents. 

Q. Yes. 

A. And in 1906, it was .924 cent. 

Q. Yes. 

A. In other words, it was reduced from more than a cent a ton a 
mile to less than a cent a ton a mile. 

Q. But it had increased after 1896. 

A. I was not managing the road in 1896. 

Q. When did you commence? 

A. In the spring of 1898. 

Q. In the spring of 1898? 

A. That was on 1,848 or 1,849 miles of road, and now you have 
interjected 1,000 miles more ; I don't know what that thousand miles 
was. 

Q. I do not. They were made up from your reports. 

A. Well, you can make figures appear any way you please, but in 
1899 is the year you begin with 2,800 miles of road; compare that 
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with 1906 and it shows about fifteen per cent, higher in 1899 than in 
1906. That may have changed also by the commodities carried, 
whether they were a higher class of commodity, or a low class of 

commodity. 
1302 Q. Well, that statement was put in evidence last January 
when Mr. Mahl or Mr. Miller was on the stand, I have forgotten 
which, and no one has questioned it since. It comes from the statis- 
tician of the Interstate Commerce Commission. 

A. Well, it shows they have been produced from the same mileage. 

Q. But for four or five years, yes, six years after you had the 
management of the Union Pacific, its rates were higher than they 
Were in 1896, were they not? 

A. Well, that is 

Q. If those figures are correct. 

A. Now, you cannot say those figures are correct in comparing 
1,800 miles of road to 2,800. What is that thousand miles, do you 
know? 
■ A VOICE. I suppose it includes some of the branch lines. 

Witness. Of course the branch line service, the rates are higher 
there than on the main line. That probably accounts for it. 

Q. Let us take the Southern Pacific. You became connected with 
the management at what time — in 1901, wasn't it ? 

A. I think it was. 

Q. The rates on the Southern Pacific in 1901, when you became the 
manager of the road were .93 of a cent per ton per mile, and in 1906, 
1.10 cents per ton per mile. Is that due to your management, or due 
to the management of the Union Pacific, or is it due to the joint con- 
trol, the elimination of competition? 

A. Well, here you have it again, Mr. Kellogg. In 1901 the rate 
was .932 of a cent, that is the first year.' 

Q. Yes. 
1803 A. The next year they went to .925 of a cent. I was still in 
control, as you say, and the next year they went to .888 and 
the next year to .898, and then the next year they went up to over a 
cent, and the next year it was l.lO cents. Now there are additions 
there, a couple of hundred miles of road added to it ; those are prob- 
Ably branch lines. You cannot tell whether that was because of the 
increase in high-class commodities. We have had a very large in- 
crease in the shipment of fast trains carrying fruit. 

Q. Well 

A. Those are matters which you have got to consider; you have 
got to take in the class of business that one road does in comparing 
it with either former years, or with the traffic of other roads. 

Q. But the mileage operated in 1896 was fourteen miles less than 
itt 190S, was it not, arid the rates were increased ? 

A. Oh, well, they were practically the same. 

Q, The last three ol" four years the liiileage was practically the 
sttime, wasn't itf 
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A. No, I don't kilow that it was. For instance, that jump — I don't 
know why these mileages have changed, 5,200 miles in 1902 to 5,400 
in 1906. 1?he rates in 1905 and 1906 are practically the same. 

Mr. LovETT. What is the mileage given ? 

Witness. 5,406 miles in 1906. 

Q. What is it in 1905? 

A. 5,400 miles. 

Q. And in 1904? 

A. 5,412 miles. 

Q. So those three years, the mileage was substantially the same ? 

A. Yes. 

Q.What was the rate per ton per mile those three years ? 

1304 A. I will begin in 1903, .888, .898. Then in 1905 it jumped 
to a cent. Now I can not tell you why. 

Q. Well, you would not think, Mr. Harriman 

A. It may be in the class of commodities. 

Q. — that on the Southern. Pacific road, then, there had been any 
decrease in rates since the control of it by the Union Pacific, would 
you? 

A.- Well, there were decreases and increases again. 

Q. But they are higher now than they have ever been before, ex- 
(iept back in 1896; is not that true? 

A. Is that so? What were they in 1906? 

Q. Substantially the same, 1.12 and 1.10 now, 

A. Yes, that may be right. 

Q. Now, is it not a fact that the Union Pacific, controlling the 
Southern Pacific, the same management, the same control, the same 
trajBSc official, president, boards of directors, the same stock owner- 
ship to the extent of forty-five per cent of it, that all inducement to 
competition has been taken away, and the rates have been increased ? 

A. I think not. 

Q. You do not think so? 

A. I think not. 

Q. Then you think consolidation or joint ownership in the same 
interest does not tend to stiffen the rates or put them up ? 

A. Not necessarily. 

Q. It takes away all inducement to reduce them, doesn't it ? 

A. Wait a minute. You have got to go into the details of the 
business. Let us take Atchison, for instance. 

Q. All right; let us take the Atchison. The Atchison, To- 
peka & Santa Fe, its rate per ton per mile in 1896 was 1.02 

1305 cents per ton per mile ; in 1906 it was .89 of a cent. 

A. How could the Southern Pacific maintain a rate higher 
than the Atchison and get any business? It is the Southern Pacific 
and Atchison you have got to compare aiid not the Union Pacific. 

Q. But it did maintain a higher rate. 

A. That is just tlie point. You will find that the Atchison road 
Has developed a traffic of low class commodities, lumber and products 
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of mines, while the Southern Pacific has probably developed a traffic 
of merchandise and higher class products of the farm and fruits, and 
that sort of thing. 

Q. In spite of the rate per ton per mile on the Union Pacific, re- 
maining substantially the same as it was ten years ago, its gross 
earnings have doubled and its net earnings have more than doubled 
per mile of road, is not that true? 

A. I should think very likely it was. 

Q. Now, is it not a fact that substantially all over the United 
States, except in the Union Pacific and Southern Pacific territory, 
where there is no competition, the rates have decreased ? 

A. I can not consent to that. 

Q. You can not consent to it? 

A. No, I can not consent to it. 

Q. If it was true, you could consent to it, couldn't you ? 

A. Certainly, but I don't think it is. 

Q. Take the Atchison. You admit the Atchison has decreased its 
rate per ton per mile more than the Southern and Union Pacific? 

A. Absolutely. - 

Q. Let us take the Northern Pacific first. The Northern Pacific 
rate per ton per mile in 1896 was 1.13 cents? 
1306 A. Yes, and now it is lower, and if they would let us take 
some of that lumber that they can not carry themselves, we 
would show an average rate much less than we do now. 

Q. Its rate is .82 of a cent? 

A. That is true, but they are carrying more lumber on long hauls, 
from Washington to the markets in the Eastern States or Middle 
States, I might say, and if we could get some of that traffic which we 
hope to get and would have gotten if we had obtained control of the 
Northern Pacific, we would have opened our territory to those prod- 
ucts and the rates on those would have been materially less than the 
higher class traffic we now carry, and to that extent the average rate 
per ton per mile on the Union Pacific would have been reduced. 

Q. That is, you would have reduced the rates on the Northern 
Pacific faster than they did ? 

A. I think very likely, and I do not believe you will find the 
products of the farm, the rates on products of the farm on the North- 
ern Pacific or Great Northern are less than they are on the Union 
Pacific. ' 

Comr. Lane. Why cannot you get some of that Puget Sound 
lumber ? 

Witness. Because we have no lines running there. 

Comr. Lane. Why can't you make a joint rate with the Northern 
Pacific? 

Witness. Because they won't do it. 

Comr. Lane. Why can't you require it? 

Witness. That is the question I would like to have decided. 

Comr, Lane. There is power in the Commission to make a joint 
route and joint rate. 
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1307 Witness. You might take it up, and I am quite interested, 
if the Commission have it on their minds to open up the line 

as fast as possible, but they have closed the gateway in every instance. 

Comr. Lane. We found that the Sacramento gateway was closed 
from Portland around to Sacramento. 

Witness. Yes. Nobody would have ever thought any business 
would have been doiie at Sacramento around by the way of Portland. 

Comr. Lane. Well, there was some competitive business. 

Witness. It would not amount to anything, it would not have been 
a flea bite. 

Q. Take the Canadian Pacific. 

A. There you have got it again ; you are in a different territory. 
What are the grain rates on the Canadian Pacific for like distances 
as compared with the Union Pacific ? 

Q. I don't know. 

A. What are the conditions on the Canadian Pacific as compared 
with the Union Pacific? What do they have to pay for fuel and 
labor? Everything else is in a very different condition from any 
railroad in the United States. If we could have the same control 
of our management that the Canadian Pacific have, and the same 
cost for material and labor, I think we could probably operate our 
lines for less cost and less charge. 

Q. Well, will you name some transcontinental line which you con- 
sider a fair comparison with the Union Pacific on the question of 
rates ? 

A. I do not believe there is one. 

Q. You think they are entitled to higher rates than any of 

1308 them? 

A. No, I do not. I think 'they are charging the same rates, 
and possibly less, for like commodities. ' 

Q. Is it not a fact that the Southern Pacific, and Santa Fe and 
Union Pacific traffic is largely the same class ? ' 

A. Not exactly the same. 

Q. Not exactly the same, but it is largely the same class? 

A. The Atchison has developed a very large business on lumber 
and coal on their eastern lines, more than we have, and more than 
the Southern Pacific has, but you will find that we charge no higher 
rate for the movement of the products of California to the markets 
in the East than the Atchison does. You will find we charge no 
higher for like commodities at any local points than the Atchison 
does, or Northern Pacific, or Great Northern. 

Q. Your rate per ton per mile is higher on your system than any 
one of them, and yours is the only one that has not been decreased ; 
therefore I want to know whether it was due to superior management 
or whether i£ was 

A. You have got in there, which is also shown by the Union Pacific, 
the fact that we have a lot of branch lines, and the rate on the branch 
line service is higher than on the main line. 

Q. I have not included it on the Southern Pacific. 
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A. The Southern Pacific has not so many branch lines ; it has a 
higher class of traific than the Atchison or any other transcontinental 
lines other than the Union Pacific. 

Mr. LovETT. In that connection, they both have a very much larger 
business ? 

Witness. Yes, and their rates on their local business are 

1309 relatively of the same parity with local rates on any other 
line. They could not be any higher, and possibly because we 

have developed more local business, our rates may be lower ; I don't 
know ; it may be our local rates as compared with local rates on other 
lines are lower, and that is the reason we have developed more local 
traffic. 

Mr. Kellogg. While I am looking up the matter, I would like Mr. 
Severance to ask some questions about three or four matters that 
occurred out west, that I don't know about. 

By Mr. Severance : 

Q. You want to make a statement with reference to the ownership 
of the Mongolia and Manchuria. 

A. As I remember it, the president of the Pacific Mail Steamship 
Company stated 

Q. The vice-president; the president is here. 

A. The president is now stating it. The vice-president of the 
Pacific Mail Steamship Company stated in his testimony in San 
Francisco that the ownership of the Mongolia and Manchuria were 
in my name or belonged to me, and that the money paid for the rental 
of those steamers was sent to me. Now, that was reported here in 
the New York papers as being a fact, and in fact one of the papers 
wrote — went to the trouble of writing an editorial showing that I 
was using my official position to further my own personal benefit. 

Now, the fact is — and I believe it was shown in that — at that time — 

but not reported here in the New York papers — I believe at the same 

hearing— that the beneficial ownership of those boats was in the 

1310 Oregon Short Line, and had been immediately assigned to me 
by the Oregon Short Line, and that the rental for those ships 

was paid to the Oregon Short Line. The ships were taken in my 
name for the purpose of convenience when we negotiated for the 
purchase of them. They were partly completed, and Mr. Schwerin 
came to me with the statement that if the Pacific Mail was to take 
the title to those ships, that I would have to give a personal guarantee. 
Now, I did not think that I was called upon to give a personal guar- 
antee, and another thing, the Pacific Mail was largely in debt then 
for vessels already constructed, and so I decided to take the ships in 
my own name in order to hasten the closing of the negotiations and 
the changes in the boats which had to be made ; they were partly con- 
structed, and they had to be changed to suit our trade. They have 
always beeia held in the interest of the Oregon Short Line ; the annual 
reports of the Oregon Short Line show their ownership and show 
the rental which was received for them. 



HAEBIMAN. 775 

Q. Who fixed that rental, Mr. Harriman? 

A. It was a matter between myself and Mr. Schwerin as being a 
fair rental for the risk and amount involved. 

Q. And Mr. Schwerin is vice-president of the Pacific Mail ? 

A. Yes, and I am the president of the Oregon Short Line. It was 
not a very important 

Q. You are president of the Pacific Mail, but not as president of 
the Pacific Mail, but divorcing yourself, as president of the Short 
Line, you made the trade? 

A. It was not a very important transaction. 

Q. Only involved four or five million dollars in ships, did it ? 

1311 A. It amounted to over five million dollars in the purchase, 
but I thought you had reference to the rental. 

Q. That rental was fixed between Mr. Schwerin and yourself, and 
at the time you were president of both the Oregon Short Line and 
the Pacific Mail? 

A. I undoubtedly was. 

Q. And you took the advice of your vice-president as to what 
would be fair from the standpoint of the Pacific Mail ? 

A. Not exactly that. It was a matter of what would be fair to 
the Oregon Short Line for the risk and amount involved. 

Q. You bought those ships before you had any specific authority 
to do it from the Short Line? 

A- Absolutely. It was one of those things you have to do some- 
times. Mr. Schwerin did not kn,ow that — I told him when we found 
there was a complication about taking the title to the ships — I said 
" You take them right in my name." 

Q. You afterwards reported that to the executive coiminittee of the 
Short Line, and it was approved as it appeared on the record ? 

A. Yes, we had a right to get the ships. 

Q. Now, one other matter Judge Lovett wanted me to ask you — 
You never had any personal interest in the matter? 

A. In what? 

Q. In those ships? 

A. Not a bit. 

Q. You bought them, and the Short Line 

A. They were turned over exactly at what they cost — and the con- 
toact was assigned to them, I guess. 

Q. At the time we were taking testimony in Portland, Ore., it 
appeared that the Northern Pacific and Great Northern roads jointly 
were building a line into Portland, commonly known in that country 
as the North Bank Route. You have heard that? 
A. Yes. 

1312 Q. And it also appeared that some one of your companies — 
no one there seemed to know which one, or whether it was your- 
self individually, had been doing what could be done perhaps to 
obstruct the building of that road, by trouble over rights of way and 
injunction suits and various things. Will you kindly tell us which 
one of your corporations it was that was interested ? 
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A. I think the records show that. You will have to go to some- 
body else about that. 

Q. You don't know ? 

A. They conduct those matters out in that territory, and they are 
doing what they can to protect our interests there. No, I could not 
tell you. 

Q. Nobody there seemed to know. 

A. If they do not, I do not, because it is all in their hands. 

Q. And you don't know, then, at whose instance that was done, or 
anything about it? 

A. Well, I can not say I don't know anything about it. I know 
in a general way that there is a corporation out there that has had 
some interest on the north bank of the Columbia River. 

Q. Who owns the stock of that corporation? 

A. I could not tell you. 

Q. Is it one of the companies that you are president of? 

A. I am not sure ; I could not tell you that. 

Q. You don't even know that ? 

A. I don't even know that ; it may or may not be. 

Q. You also have another corporation, have you not, that is about 
to build a line up to Puget Sound from Portland ? 

A. Yes, we have. 

Q. That work is progressing now? 
1313 A. That work is progressing very extensively too, and the 
Northern Pacific is doing everything it can to obstruct it. 

Q. The situation in that territory is that the Northern Pacific and 
Great Northern are obstructing you as far as they can going up the 
Columbia Eiver and up to the Sound, and you are obstructing them 
in getting into Portland ? 

A. Whenever we can. 

Q. And those are the methods, taken by yourself and the other rail- 
road people, to facilitate the building of railroads and the develop- 
ment of the country ? 

A. That is what we want to avoid in this frank arrangement with 
the Atchison road, referred to a little while ago. 

Q. Your idea of the frank arrangement is that one company shall 
keep out of the other's territory ? 

A. No, sir ; we shall do everything we can to develop territory ad- 
jacent to our lines, and so much so that where it is necessary we may 
join together. 

Q. It is in pursuance of that benevolent idea that you are endeavor- 
ing to prevent those lines getting into Portland ? 

A. No ; I object ; it is a business purpose, pure and simple, to save 
unnecessary investment of capital. A double track line from Port- 
land to Seattle and Tacoma could do four or five tinies the business 
that two single track roads would do, at a less cost. The public is 
interested to that extent, that this business shall be conducted on lines 
at the least cost, and therefore eventually at the less charge. 
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Q. Then I will repeat my question: Is it in pursuance of this 
view of yours as to good sound policy in railroading, that 

1314 you are endeavoring to prevent your rivals spending money to 
get into Portland? 

A. No. I think that is probably a sort of business arrangement 
we all have, to give us some consideration, in our attempt to reach 
Puget Sound territory. 

Q. That is the reason for it, is it, and up to this time it has been a 
matter of litigation ? 

A. Yes; but we proceeded all right. I think we have come to a 
conclusion recently whereby we have got our terminals at Seattle and 
Tacoma — I don't know but we have at Portland. 

Q. And did the conclusion also include their going on there build- 
ing the North Bank ? 

A. That is very small, hardly worth considering. 

Comr.LiANE. Have you bought any right of way from Portland 
up? 

Witness. Yes, we have done it at a very great expense, in a very 
short time — ^the terminal properties in Seattle and Portland. 

Comr. Lane. The information was you had terminals at Seattle 
and Tacoma, but had bought no right of way ? 

Witness. It is a question of location, naturally. We do not pro- 
ceed to buy right of way until we know how our road has been located. 
We do not begin locating our road until we get terminal property. 
We turned around the usual methods; we have had a good deal of 
experience in that; you get a railroad up to a place and they hold 
you up for terminals. If you have not got your road constructed they 
would give you facilities that you could not otherwise get if you had 
the line completed to the boundaries. The construction of that 

1315 road has been delayed mostly by the obstruction that has been 
put upon our getting the necessary franchise rights at Seattle. 

I told those people up there, when I was there just after the San 
Francisco fire, that it was not a question of our reaching them, but 
a question of their reaching us ; just as soon as they gave us proper 
rights, the road would be constructed and it would not be begun only 
from Portland, but begun from Seattle down. 

By Mr. Kellogg: 

Q. Mr. Harriman, I looked over those figures, and I want to caU 
to your attention that in spite of the fact that the Union Pacific and 
the Southern Pacific have not materially reduced their rates in ten 
years, I notice the ratio of operating expenses to gross earnings have 
very much decreased during the ten years on both roads, and 
especially on the Union Pacific. Do you know that ? 

A. I think likely that is so. 

Q. In other words, according to your report of 1906, it cost you 
substantially 55 per cent of your gross earnings to operate, while in 
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1896 it cost you 62 per cent — in ten years there is a reduction of 
practically 7 per cent? 

A. Just read that, will you? 

Q. (Showing counsel paper.) That is one of the reasons why they 
are less. There is another. (Showing Counsel paper.) I guess you 
had better read those. You can read them. I don't care what you 
read. 

A. I don't think those are the kind of things you want. 

Q. No, sir ; I want it ; I want to know the reason why. 

A. I don't want to read it out here ; it takes too long. 

1316 Q. You can tell it, then. I want to know. 
A. All right. 

Q. Now, your rates have not gone down, and yet your ratio of 
operating expenses to gross earnings have gone down. Your ratio of 
conducting transportation to gross earnings is very much decreased, 
isn't it? 

A. Yes, and the price of labor and the price of materials all 
gone up. 

Q. And your gross earnings have doubled ; but labor and materials 
are all included in those operating expenses. 

A. They are all gone up. 

Q. In spite of the fact that labor and materials are going up, your 
operating expenses have decreased? 

A. Proportionately. Our operating expenses have not increased, 
but our percentage of operating expenses. 

Mr. MrLBTJEN. Mr. Harriman has testified the rates have decrease^ 
about 17 per cent. 

Witness. About 17 per cent. 

Mr. MiLBUBN. That is earnings per ton mile, which is an entirely 
different thing. 

Mr. Kellogg. It is -a very good indication of what the road is 
earning. 

Mr. MiLBUEN. You can not have an increase per ton per mile 
with a decrease of rates. 

Q. It is a fact, isn't it, that in nearly all other parts of the country 
the rate per ton per mile — ^the rates have gone down on the roadsj 
although the material and labor has increased in price ? 

A. It is so on all roads. 

Q. Yes, sir. 

A. Not all other roads, but all roads. 

1317 Q. Now, is it not a fact that within the last ten years 
nearly all products from the Atlantic seaboard to California 

have been increased ten cents a hundred ? 

A. That may be. I had not anything to do with that. 

Q. Then the rates have not been reduced much, have they? 

A. In what time is that ? 

Q. About 1904 just previous thereto. Do you know that from 
nearly all eastern points to all California points the rates on all 
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classes of products, commodity rates, and other rates were increased 
substantially ten cents a hundred? 

A. You will have to go to the traffic men for that. What were 
they in 1904 as compared with 1902 and 1901 ? 

Q. They were higher in 1904 than in 1902 and 1901. 

A. They were, eh? 

Q. Yes, sir. They were increased just prior to 1904. Now, here 
is the tariff with the increases. Do you wish to look at it ? 

A. I really don't know the reasons, but I presume that the price 
of these very things that you spoke about has increased materially 
during that time. 

Q. The tariff I refer to is the westbound transcontinental freight 
bureau tariff. 

A. I had nothing to do with that. 

Q. Of January 18, 1904. 

A. The tariff on all railroads on all commodities was alike. 

Q. On all Pacific railroads, certainly. 

A. I mean on all railroads from the Atlantic coast line to th^ 
Pacific, it don't make any difference which way they went. 

Q. Oh, certainly not ; that is all right. 
1318 A. Did it make any difference whether they went IJniop 
Pacific or Southern Pacific or Great Northern ? 

Q. They were increased on all of them. 

A. That does not bear on this question. 

Q. It bears on the reasonableness of your rates, and it bears upon 
the question of whether the rates have been decreased on the Pacific 
roads, as you say. 

A. There may have been reasons why they should have been i©- 
creased. Is there any law aga^inst our increasing rates? 

Q. That is just what we are inquiring into, whether they should 
be or should not be increased. 

A. I think perhaps I can tell you. 

Q. Tell me. 

A. In the first place, the Union Pacific and Southern Pacific have 
expended over $250,000,000 in new improvements of their lines, and 
the extensions and the acquisitions of terminals. 

Q. Out of their earnings? 

A. Some out of their earnings and some from the issue of 
securities. 

Q. How much out of the earnings? 

A. I could not tell you now; the annual reports will show. It 
all goes into a general fund. You have been talking on one part of 
this management of these properties, and that has been mostly in 
regard to the purchase of securities. The management of the Union 
Pacific and Southern Pacific have not given their time to buying 
securities or selling securities. The purchase of securities was only 
incident — since the 1st of July — was only incident to th& 
1319 forced acquisition of Northern Pacific, of Great Northern, 
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and the rise in their market value that made it advisable and neces- 
sary for us to change that investment into other things. 

Q. You have explained that once. 

A. Now, then, there is another side to this management of these 
properties, and that is the physical management of the properties in 
the interest of the stockholders and the public. 

Q. Won't you answer my question ? 

A. Wait one minute ; let me go on. I am answering the question 
you asked me, and I insist upon answering. 

Since we have acquired these properties we have expended in im- 
provements, additions, and extensions, over $250,000,000 that has 
been expended in the acquisition of terminal properties, the con- 
struction of sidetracks, passing tracks, second tracks, reduction of 
grades, straightening of lines, elimination of curvature thereby, the 
purchase of equipment. The allied lines. Union Pacific and South- 
ern Pacific, have purchased in that time over 50,000 freight cars, 
purchased nearly 1,200 passenger cars; they have purchased over 
1,500 locomotives of higher capacity than former locomotives; they 
have rerailed about 7,500 miles of railroad, putting in over a million 
tons of rails of heavier weight — 80 or 90 pounds to the yard ; they 
have put in automatic block signals, safety signals upon 3,200 miles- 
more than any other railroad in the world, and they have got under 
construction, authorized and under construction, 1,500 miles more. 
Now, all these expenditures have to be given a great deal of thought 
and a great deal of time, and it does not leave much of the 
1320 time of the management to the purpose of going into what you 
have been terming this buying and selling of securities. The 
result of their expenditures, largely made in the employment of 
labor, purchase of material in sections of the country tributary to 
our own lines, has increased the volume of business in that territory, 
has employed labor, distributed money in that territory and increased 
the volume of business, which has largely added to the earnings of 
the allied lines, enabled the better conduct of the properties, has 
enabled the movement of larger traffic, quicker development of the 
territory, and therefore a less percentage of cost in moving the 
traffic than it would have been if the lines had been left approxi- 
mately in the same condition that they were when we got them. 
Now, I will give you a little illustration here. The first thing that 
was done on the Union Pacific — the very first move made on the 
Union Pacific, on the lines between Cheyenne and Ogden, that was 
the mountain division, and if you had taken the trouble to read this 
little paper it will show — you have been brought up in a prairie 
country where everything is level. The important matter was for 
us to consider how we could get the best line through the Eocky 
Mountains, as a protective measure, as much as anything else, so 
that we could operate it to advantage and at the least cost, and 
permit more business to go over it. In the first place we altered— 
the whole thing I think was about 480 miles— and out of that 480 
miles we rebuilt about half of it, practically went over 50 per cent of 
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the whole line. We saved in distance about 30 miles out of the whole. 
The maximum grade on the old line varied from 97.68 feet 

1321 to the mile— 75:3—72.22— 68.6. On the reconstruction the 
grade was reduced to 43.3 — that is our mountain grade. The 

maximum curvature was reduced from five to six degrees, from 1 to 
1^ and 3 and 4 degrees. 

The total angle of degrees of the old line was over 11,000. On the 
new line was a little over 4,000. There was a saving of nearly 7,000 
angles — degrees of angles, or that would be really 22 circles; that is, 
the trains were saved going around 22 times in making that distance.. 
I think that is about all. That is the first thing that we did. Those 
improvements, which cost all these millions of dollars, have enabled 
us to develop a larger traffic, permit a greater traffic to go over those 
lines, and to reduce the percentage of the Cost of operation. 

Q. Well now, Mr. Harriman, that condition, to a greater or less 
extent, has been going on, or that change, rather, on all of the Amer- 
ican railroads. 

A. No, sir ; it has not ; not to that extent. 

Q. Havenx every one of them spent millions in improvements? 

A. They are now, but they have not done it as quick as we did. 

Q. Didn't they commence to spend them immediately after the 
panic of 1896? 

A. Not so drastic. 

Q. The Pennsylvania ? 

A. The Pennsylvania has, but if it had begun in 1896 with the 
drastic expenditures it is now making, it would not have suffered as 
it has in the last four or five years. 

Q. Did not the St. Paul and Northwestern ? 
A. Not to such an extent. 

1322 Q. The Northern Pacific and the Atchison? 
A. No, they have veneered. 

Q. No other railroads have improved as the Union Pacific has? 

A. No, sir ; not one in the country. 

Q. None has been managed as well? 

A. I do not say that. I say none of them have had the enormous 
expenditure put on them. 

Q. Have you been enabled to pay your dividends and operating 
expenses and also earn that amount of money to put into the prop- 
erty? 

A. No, sir ; we had to borrow money. 

Q. How much did you bond the Union Pacific for improvements? 

A. You have got it all in our annual reports. 

Q. Have you bonded the Union Pacific for one dollar for improve- 
ments? Haven't you taken every dollar out of earnings and paid 
the dividends besides? 

A. $250,000,000. 

Q. The Union Pacific has not spent $250,000,000. 

A. I am not separating them. I was speaking in round numl)ers 
of the allied lines. 
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Q. I want actual facts ; I don't want round numbers. 

A. Our annual reports will show it. 

Q. How much money have you spent on Union Pacific ? 

A. I can't remember that part of it. 

Q. How do you know you spent any, then, if you can't remember? 

A. We certainly did not reduce those grades and eliminate that 
curvature and add cars and locomotives to the Union Pacific with- 
out expending something for it. 

Q. We are considering this question of rates. You had $100,- 
000,000 of bonds — of the Union Pacific original bonds to start with, 
and you have got $100,000,000 yet, haven't you? 

A. Undoubtedly. 

Q. The other $100,000,000 were issued to purchase stock 

1323 with and retire stocks. Now, then, haven't you made your im- 
provements on the Union Pacific out of earnings ? 

A. I think part of that $100,000,000 of bonds was reserved for just 
such improvements. 

Q. Well, do you know? 

A. Yes, I know they were. We had 9. certain amount of cash 
on hand under the reorganization. 

Q. How much was on hand for improvements? 

A. I think we had about $5,000,000 of cash provided after the 
reorganization. 

Q. How much was on hand for improvements when the reorgani- 
zation took place? Can you tell? 

A. I think about $5,000,000 of cash was on hand. 

Q. $5,000,000 of cash? 

A. One minute, and I will give you — my mind has got to travel 
back now. 

Q. Give it to us as near as you can. 

A. We had considerable of first mortgage bonds, which I think you 
referred to. I don't think they were all used at that time. 

Q. About what do you think was on hand? 

A. I don't remember that. I think there was something over 
$5,000,000. 

Q. How many bonds, in your opinion? 

A. $5,000,000 in cash, and I think something over $5,000,000 in 
bonds. 

Q. Something over $10,000,000 you mean? 

A. I think so — wait one minute — ^then we sold our Pullman 

1324 equipment for about a million and a half of dollars and put 
that into freight cars. 

Q. You had to buy other equipment? 

A. No ; we made a contract with the Pullman Company to supply 
that equipment themselves. Then all the sales of lands have gone 
into improvements, and everything that we could gather together in 
any way we have put into the improvements on the property. 

Q. The land grant you mean — the gift of the Government? 
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A. I don't know there was any gift of the Government; I had 
nothing to do with that; there was no gift of the Government. 

Q. Now, in addition to that you have taken a large amount of 
earnings of the Union Pacific and put it in the property, haven't 
you? 

A. We have taken everything that we could get and put it into 
the property. 

Q. Have you taken a large amount of net earnings? 

A. Instead of distributing it to the stockholders we put it into 
the property. 

Q. Now, in addition to that 

A. Whatever we have taken out of earnings we put into the 
property when we could have distributed it to the stockholders. 

Q. Don't you think a railroad company whose rates have not 
decreased materially in ten years, whose percentage of operating 
expenses have decreased, which can pay 10 per cent, dividends on 
its stock and still have a large surplus 

A. Is pretty well managed. 

Q. — could reduce the rate a little — pretty well managed 

1325 and could afford to reduce the rates? 

A. It could have reduced the rates if the rates were reduced 
in like manner on other lines. 

Q. They could not reduce unless some other line 

A. Certainly we could not. 

Q. Then competition is the only thing that will force down the 
rate? 

A. That is possibly so, competition between communities and com- 
petition of railroads. 

Q. And therefore, there being no competition, the rates have not 
been forced down? 

A. There is competition in our territory — very drastic competition. 

Q. Do you think that 10 per cent, dividends for a railroad as a 
permanent thing, which company can earn a large amount in addition 
to that to put in the property every year, is a fair rate of dividend ? 

A. Now, Mr. Kellogg, from 1893 or 1894 to 1898, 70 per cent, of 
the capital invested in railroads was paying no dividends, and it 
would be quite consistent that a ten per cent, dividend to distribute 
over an average of twenty years, from a railroad that had not re- 
ceived anything for ten years, and perhaps for five or six or eight 
years, received a fair compensation — what would you think would 
be a fair return to a railroad? 

Q. I am not on the stand ; I am not an expert. 

A. Well, I thought you were. Now, the Union Pacific in the first 
place does not receive 10 per cent, dividends from traffic. It re- 
ceived whatever dividends from traffic, less the amount that is paid 
from the income from these investments. 

1326 Q. When the dividend of the Union Pacific Railroad Com- 
pany on the 15th of August last was declared — I think it was 



784 HAERIMAN. 

August 15th — there was a statement of its net earnings from opera- 
tion made to the board of directors, was there not ? [Showing Mr. 
Harriman a paper.] 

A. (After examining paper.) Yes, sir; I believe that is right. 
Now then, we declared a dividend of five per cent. 

Q. Semi-annual or annual? 

A. Semi-annual. Three per cent out of the surplus which is shown 
here from traffic, and two per cent, out of the surplus that is shown 
from receipts from rentals and 9ther sources in excess of miscel- 
laneous expenses. , In other words, these receipts from other sources 
and from traffic are put down here as $7,767,000, and then there is to 
be added to that a dividend on the Southern Pacific, about two mil- 
lion and a quarter, making about ten million for the year. So from 
that ten million of receipts from investments we paid a dividend at 
the rate of four per cent, per annum, and out of the receipts from 
traffic, we paid a dividend at the rate of six per cent, per annum. 

Q. I notice here that after paying your preferred dividends, and 
all your prior fixed charges, including rentals, your surplus was sub- 
stantially twenty-five million dollars. 

A. That is right. 

Q. It took $19,000,000 of that to pay the common stock dividend 
for a year at ten per cent, did it not ? 

A. That is the way we used it. 

Q. That $25,000,000 surplus included all the income of the Union 
Pacific? 

A. All the income, did it? 
1327 Q. Did it? I thought so. 
A. Let me put it my way. 

Q. Put it your way then ; you have it anyhow. 

A. I am going to try to. 

Q. What was the total income of the Union Pacific road, after 
paying its interest, fixed charges, rentals and its preferred dividends? 

A. The total income? 

Q. The total income. 

A. It was $25,219,000, shown by this statement. 

Q. Yes. Now then 

A. But wait a minute. The income included in that, from sources 
other than traffic, was $7,767,000 so that the income from traffic, less 
the dividend on preferred stock and the interest on bonded debt, was 
$17,500,000, in rpund numbers— a little less, $17,450,000. 

Q. Yes, sir. 

A. You can't pay ten per cent, out of that. Every railroad has 
to have more than its actual earnings from which to pay a dividend. 
That is, it has to have something more. It can not distribute exactly 
what its net earnings are. If it did, it would soon go bankrupt. It 
has to have a surplus with which to maintain and improve its prop- 
erty and to provide a margin on which it can base a credit in case 
it has to borrow money in case of some extraordinary emergency. 
The old method of distributing whatever earnings they have is what 
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largely led to the bankruptcy or trouble of many of the lines. In 

addition to that $17,000,000, we paid at the rate of six per cent, per 

annum out of that seventeen and a half million dollars, which would 

have taken about twelve million dollars and the other was a 

1328 margin of safety. Now then, out of that $7,700,000 received 
from other sources, to which you could add the two and a 

quarter million, received from the Southern Pacific, making it round 
numbers, ten million dollars, we paid a dividend at the rate of four 
per cent, which would have taken eight million dollars, and the 
balance was carried to the credit of profit and loss. 

Q. Then I understand you, Mr. Harriman, that from the earnings 
of the road itself, a ten per cent dividend was not justified? 

A. I did not say it was not justified. 

Q. "Well, exclusive of its income from stocks or other sources? 

A. You would not have paid that dividend. 

Q. You could not have paid it, could you? 

A. Not very well. 

Q. That is, you think six per cent, was justified. 

A. Absolutely. 

Q. And that four per cent, came from earnings other than opera- 
tion of the road? 

A. Other than traffic. 

Q. As a matter of fact, one hundred million dollars out of $195,- 
000,000 of your stock was issued for other purposes than running the 
Union Pacific road, was it not? 

A. There is no doubt about that. 

Q. So that that dividend should come out of the income from 
other sources, should it not? 

A. Well, it did. , 

Q. You used a part of the earnings of the Union Pacific road, 
necessarily, did you not, to pay dividends on stocks issued to buy 
securities with? 

A. Some part of it. We paid on the whole capital stock, a certain 
proportion of the income from traffic, and a certain proportion of 
the income from investments. 

1329 Q. In other words, your income from your investments 
would not have paid the dividends at ten per cent, upon the 

one hundred million dollars of stock issued to buy stock, would it? 
That would have been $10,000,000. 

A. Yes; it was just about $10,000,000. 

Q. I thought you said it was $7,000,000. 

A. $7,000,000, and the dividends that we received from the South- 
ern Pacific of two and a half million, would have made about 
$10,000,000. 

Q. You did not receive that in that year. 

A. It was taken out of the earnings of that year, the Southern 
Pacific earnings. It is shown in the annual report. I think the 
annual report includes it. 
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Q. Then if the stock, $95,000,000, was issued for operating the 
road, representing the road that carried the freight for the people, 
ten per cent, of that would only have been $9,500,000, would it not? 

A. About that; about $10,000,000. 

Q. And the earnings from the operations of the road would have 
paid that and left a large surplus, would they not ? 

A. About the same as it is there — just about the same. It would 
have taken about six or seven million dollars as a margin of safety to 
reinvest in that property from the earnings of that year, to maintain 
the property up to its highest standard. There may be years that 
we will not earn so much. 

Mr. LovETT. I would suggest, Mr. Kellogg, that even part of that 
was issued for the Oregon Short Line. 

Q. Do you not think a road that can earn a surplus over ten 
per cent, of its common stock, which was very largely increased 

1330 on the reorganization, over the debts it owed before 

A. I don't know whether it was increased. Wait a minute. 
You make that statement. I don't know whether it was increased 
on the reorganization or not. I doubt whether it was. I think the 
stock was issued to take up other securities, or in lieu of other securi- 
ties, that were already outstanding. I don't know whether it did or 
not, but I do not concede that point. 

Q. The total obligations of the Union Pacific were increased 
$36,000,000, were they not? 

A. I think the Union Pacific stockholders are entitled to receive 
ten per cent, or fifteen per cent., if they can do it legitimately and 
properly, and give proper service to the territory reached by it or 
adjacent to it, and do it at no greater charge than that to similar 
territory in any other part of the country, and give better service than 
in any other part of the country. 

Q. Do you think the 

A. I think the service rendered has something to do with the 
charge made. 

Q. That is, you think the service of the Union Pacific entitles it 
to a higher rate for hauling freight than the same freight would be 
hauled for by other roads? 

A. It does not get a higher rate for hauling the same freight under 
relative conditions on other roads. Maybe it received lower rates. 
Now, if it has put itself in a condition where it can conduct that 
same traffic at less cost than other roads, it is entitled to the dif- 
ference. If it sacrificed dividends, if it waited for dividends, 
iSSl it is entitled to receive them in the end. 
Q. I am trying to find out whether 

A. You are trying to find out whether we ought not to reduce our 
rates on the Union Pacific? 
"0. Yes, sir. 

A. And if we did reduce our rates on the Union Pacific, it would 
create such a scamper all over this country, that you would not heai^ 
the end of it. Just as long as you can keep some of those lines sol- 
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vent, the Union Pacific will continue to earn all the money it is eam- 
Vg now. If you are going to throw some of them into bankruptcy 
akd create chaos, you may reduce our earnings. 

Q. The Pacific roads do not seem in imminent danger of bank- 
ruptcy. 

A. I don't think they are ; and I don't think there is any imminent 
danger of our having our rates reduced. 

Q. If you have your way, I should say not. 

A. No, even if you have your way. 

Q. Coming back again, I want to know if you think that a road 
that can pay ten per cent, on its capital, issued for the purpose of con- 
structing and operating the road, equipping it, and having a large 
surplus, is not receiving too much income ? 

A. No, sir; I don't think so. 

Q. You do not think so ? 

A. No, sir ; not after the risk that has been attached to it and the 
experience they had had for ten years previous. 

Q. Do you think 

A. Mr. Kellogg, do you think that the stockholders of any line are 

required to put their money into the extension or improvement of 

that line on the basis on which they could lend the money out 

1332 on bond and mortgage in the City of New York, four and a 

half or five per cent., without taking any risk? 

Q. No, sir; I do not think so. 

A. I think the stockholders are entitled, just the same as any other 
business enterprise, to a fair return for the risk taken and the work 
done. 

Q. I quite agree with you. 

A. And the service rendered. 

Q. I quite agree with you. Then after the payment of the $19,- 
444,980 out of the surplus reported to the Board, you had $5,674,922 
left? 

A. I suppose your figures are right. 

Q. And $2,000,000 more, to come from the Southern Pacific ? 

A. Yes, and it will be two million and a quarter more this year 
When we get the total income from the Southern Pacific. 

Q. Did you declare six per cent, out of earnings and four per cent. 
out of stocks? 

A. I presume so. 

Q. Let me read the resolution. 

A. Wait a minute. If the records haVe their statements wrong, I 
am not responsible for it, but the statement was m&de and the divi- 
dend declared, two per cent out of income f r6m itivestment, and three 
per cent, out of income from traffic. 

Q. Perhaps that was it. I will read the resolutioh. This was the 
meeting of August 15th. The first resolution was with reference to 
the preferred dividends. 

"Resolved (2) That a semi-annual dividend of five dollars per 
share upon the common capital stock of this company be, and such 
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dividend is hereby declared, payable October 1st, 1905, to 

1333 stockholders of record at 12 o'clock M. on the 15th day of 
September, 1906." 

That was the meeting of August 15th. 

" The chairman stated that as a number of the directors were 
unable to attend the meeting, it seemed proper that an announcement 
of the dividend should be deferred until they could be informed of 
the action taken and he suggested therefore that the announcement 
and publication of the dividend, provision for the closing of the 
transfer books, and also the question which had been discussed, as to 
the particular revenues against which portions of the dividend should 
be charged, be referred to the Executive Committee, whereupon, by 
motion duly made and seconded, it was unanimously resolved that 
the Executive Committee is hereby authorized and empowered to 
announce and publish the declaration of such dividend at such time 
as it may deem proper and to authorize and provide for the closing 
of the transfer books, for the purpose of said dividend, and for the 
purpose of the annual meeting of the stockholders to be held Tuesday, 
October 9, 1906, and to specify the income or other fund against 
which such dividend shall be charged, and to take such other action 
in connection with the declaration, payment and notice of such 
dividend, as such committee may deem necessary or advisable." 

And again: 

" That for the purpose of such dividend and of the annual meeting 

of the stockholders, to be held Tuesday, October 9, 1906, the stock 

transfer books of this company shall be closed at twelve o'clock M. 

on the 15th day of September, 1906, and reopened at ten o'clock A, M. 

on the 10th day of October, 1906. 

1334 " That the secretary of this company be, and he is hereby 
authorized and directed to notify the secretary of the New 

York Stock Exchange, on the I7th instant, and before the hour 
fixed for the opening of said Exchange, on said date, of the declara- 
tion of said dividends. And the treasurer of this company, be and he 
is hereby authorized and directed to furnish notice of said dividends 
by publication of an advertisement in the usual form in papers 
published in the city of New York, as the Chairman of- the Executive 
Committee shall direct." 

I read those resolutions in evidence and asked Mr. Miller if there 
was submitted at either one of those meetings a statement showing 
out of what revenues the dividend was to be paid, the net earnings 
of the Union Pacific and the balance left after the payment of the 
five per cent, semi-annual dividend on the common stock and two 
per cent, on the preferred. He said he was away from the city. In 
response to that, this statement was given out, and I find no such 
action of the committee. I may be mistaken. Of course I have not 
read all your records. 

A. The records you have may not be exactly correct. 

Q. I do not say it is not true, but I do not find it. 
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A. I know that is the way it was done. I was there. I will tell 
you how that dividend was declared, gentlemen, if you would like 
to know it. 

Q. All right, sir. 

A. On the 19th day of July, I think it was, or, at any rate, at the 
July meeting of the Union Pacific Kailroad, at which there 

1335 was a very full attendance, I stated to the Board that in view 
of the increased earnings — we had estimated, but I thought we 

ought not to consider the question of dividend until we had the actual 
figures, and that the estimates for the earnings on the Southern 
Pacific, notwithstanding the San Francisco fire, were so surprising 
that I thought we should wait until we got the accurate figures of 
that, so as to be sure that our statements were correct, and that if they 
were found to be correct by the actual statements or figures, we should 
increase the dividend on the Union Pacific materially, and that I 
would bring the matter up again at the August meeting, and in the 
meantime I would like them all to be considering the question, and 
informing themselves on the subject. At the August meeting we 
had the June figures, and they were presented in this form. I then 
told them that the Southern Pacific — I am not sure whether the 
Southern Pacific had met before or after the Union Pacific. Did it, 
Judge Lovett? Do you remember? 

Mr. Kellogg. The meeting was on the same day, was it not ? 

Mr. LovETT. The Southern Pacific met before the Union Pacific, on 
the same day. 

Witness. This statement was prepared before the comptroller 
knew that there was any dividend to be declared on the Southern, 
Pacific, and I presented this statement to them. Well, we had not the 
actual figures even then. We had a part of the estimate. I think 
the month of June was only estimated even at that meeting. We had 
not gotten in the actual figures, but it was approximately enough. 
When the figures were presented of the income, the Southern Pacific 
Board of Directors declared a dividend of two and a half per 

1336 cent. Forty-five per cent of that had to go to the Union 
Pacific. Immediately after that we held a meeting of the 

Union Pacific. I then stated to them that to the income from sources 
other than I figured would have to be added, or ought to be added, 
that two and a half per cent which would make ten million dollars 
for the year. Then the discussion took place, and finally the action 
of the declaration of the five per cent dividend and the method of 
charging it. Of course it must have been intended to charge it from 
some other than the usual way. Otherwise, they would not have re- 
ferred it to the Executive Committee to do it. Now, the Board of 
Directors had that full month in which to consider that whole ques- 
tion. The Executive Committee met the next day at three o'clock. 
The ordinary time would have been half past eleven in the morning. 
That was their regular day for meeting, but because of my having 
to go to the funeral of a very old friend of mine, the meeting was de- 
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f erred until I got back, and we did not get together until three o'clock 
in the* afternoon. At that meeting the resolutions were passed which 
I think you read. Judge Lovett, have you the record there of the 
Executive Committee? 

Mr. Lovett. Yes. 

Witness. Well, does not the Executive Committee record show that 
the declaration of the dividend was to be three per cent from receipts 
from traffic, and two per cent from receipts from income from other 
sources ? 

Mr. Lovett. I was under the impression that it did. It appears 
not to be, though. The annual report of the stockholders states it 
was so charged. 

1337 Witness. Well, there is a mistake. Those were the times 
during the vacation of the regular secretary of the company, 

but it was so stated to the Board of Directors, and it is evident that 
it was so, from the record that you have already read, that it was 
referred to the Executive Committee to be charged in such manner as 
they might deem best. 

Now then, it got to be after three o'clock. Also, we had communi- 
cated, or I had communicated, particularly with one of the Executive 
Committee who lived in the west, and I did not want to take any 
action, until at least he might be heard from. So far as I remember, 
he assented, did he not, Mr. Millar ? 

Mr. Millar. He acknowledged the receipt. 

Mr. Lovett. The subject was referred to the Executive Committee, 
and it may have been at a subsequent meeting of the committee that 
it was acted upon. 

Witness. I am quite sure there was action by the executive com- 
mittee directing that this charge be made, as I say, two per cent, to 
income from investments and three per cent, to income from traffic. 

It got to be after three o'clock in New York, and it was then a 
question of whether it was advisable to announce that dividend at 
once and have it come out in London before it did in New York, or 
to give the New York market the advantage of it. We discussed that 
in the Executive Committee, and we decided that it was best to have 
the announcement of the Union Pacific dividend made in New York 
before it was in London ; that is, while the New York markets were 
open. 

Q. Who were the members of the Executive Committee present at 
that discussion? 

A. The records show it ; I do not remember. 

1338 Q. Messrs. Harriman, Lovett and Stillman, was it not? 
Ai I suppose that is so. 

Q. Who were the directors absent from the meeting ? 

A. I don't remember that. The particular man I communicated 
with was Mr. Hughitt. That is all ; and I wanted to hear from him 
particularly. 

Q. Go oh and finish your statement. 
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A. We had a full board in July. They were all notified that it 
■was expected we would increase our dividends materially; and in 
August, if they did not come to that August meeting, it was their 
own fault, but it was difficult to reach some of the directors. They 
were off on yachting trips, and some in the west. Mr. Earling was 
off on the St. Paul road. Mr. Valentine was ill. Mr. Hughitt was in 
Chicago, and communicated with. So I left directions, after con- 
ferring with the Executive Committee, that the announcement should 
be made as stated, I think, in the minutes which you read. Then I 
left that afternoon and went off on a yacht. I was on the Sound 
when it was done. I was not there the next day, but the announce- 
ment was made in the Stock Exchange, before ten o'clock the next 
morning, and the full advantage of the declaration of that dividend 
was given to the New York market rather than to any other market. 

Q. Did you complete your statement, Mr. Harriman ? 

A. Well, I wanted to find out what our records were. Judge Lovett 

confirms me in my recollection that I stated to the board, and to the 

Executive Committee, that the intention was to charge, as it was stated 

in the annual report — that the distribution of that dividend 

1339 might be charged as I stated, two per cent, from income from 
investments and three per cent, to income from traffic. And I 

want to say in your suggestion there about ten per cent, return upon 
stock, that really the reason — one reason for many railroads being 
able to return dividends at all to the stockholders, is the fact that 
they have issued low rate of interest bonds, and that the total net 
earnings of money of our railroads do not exceed five or six per cent, 
on the total amount of capital invested ; that the return to the stock 
is only on the saving that they make because of issuing or obtaining 
part of their capital from issuance of bonds. 

Q. Well, that depends, Mr. Harriman, whether the stock repre- 
sents anything. You don't know what the $95,000,000 of the Union 
Pacific stock does represent? 

A. I know this, that the Union Pacific could not be put where it is 
now for anything like its capitalization ; that the expenditures which 
have been made on it have increased so much in value that it could 
not be replaced there for anything like its capitalization. 

Q. Now, after the meeting in July, did you state to the board, 
what you thought the dividend should be ? 

A. No, I told them I thought it should be materially increased. 

Q. Southern Pacific or Union Pacific? 

A. I told them we probably were on the verge of a distribution to 
the stockholders of the Southern Pacific, when they got their full 
statement. 

Q. At the meeting which took place on the 15th of August, 

1340 on the same date, the Southern Pacific board made and adopted 
identically the same sort of resolution, did it not ? 

A. Yes, but there was no statement to the Board of Directors of the 
Southern Pacific that there would be any division in the method of 
charging the dividend to any different accounts. 
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Q. I know, but 

A. One of the reasons why the Southern Pacific was able to make a 
distribution was because of .its having been able to refund its high- 
rate bonds at a lower rate. 

Q. Now, the Southern Pacific resolution declaring a dividend 
which was adopted on the same date was as follows : 

" Resolved, that a semi-annual dividend of $2.50 per share, to be 
known as first dividend, be, and such dividend is hereby declared on 
the common capital stock of this company, payable October 1st, 1906, 
to bearers of dividend warrants No. 1, annexed to certificates repre- 
senting such stock, upon presentation and surrender of such warrants 
to the Assistant Treasurer of this company at his office. No. 120 
Broadway, New York. 

The Chairman stated that, as a number of the directors were unable 
to attend the meeting, it seemed proper that announcement of the 
dividends should be deferred until they could be informed of the 
action taken at the meeting. And he suggested, therefore, that the 
announcement and publication of the dividend and any other action 
deemed necessary, be referred to the Executive Committee. Where- 
upon, upon motion duly made and seconded, it was unanimously re- 
solved, that the Executive Committee be, and it is hereby empowered 
to announce and publish the declaration of such dividend at such 
.time and make such provision for the payment therefor as the said 

committee may deem appropriate. 
1341 The Executive Committee met at 3 o'clock or some time next 
day." 

A. I don't think exactly the same time. 

Q. Well, within a few moments? 

A. Yes. 

Q. And there were present at that executive meeting Messrs. De 
Forest, Harriman, Lovett and Stillman, only one different director 
from the Executive Committee which met in the Union Pacific ? 

A. That might be. 

Q. Is there any other instance in the history of the Union or South- 
ern Pacific since you have been connected with them, when any divi- 
dend was declared or increased, that the announcement was deferred 
to be given out by the Executive Committee? 

A. No, I don't remember. I don't know whether there was. Was 
there, Mr. Millar? 

Mr. Millar. Yes, it has been generally given out by the Executive 
Committee on the Stock Exchange next morning. 

Witness. On the following morning? 

Mr. Millar. Yes. 

Witness. Not the same day? 

Mr. Millar. Not regularly the same day. 

Witness. Mr. Millar tells me it has been usually our method of 
ref erriilg it to the Executive Committee and that usually they an- 
nounced it to the Stock Exchange the next morning. 

Q. But this was announced the second morning? 
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A. Yes. The reason for that I have given, because I did not hap- 
pen to be at the office that morning, on account of my going to a 
funeral, to attend the Executive Committee as usual. 

1342 Q. Was there any other reason for deferring the action of 
the executive committee until 3 o'clock in the afternoon ? 

A. Not that I know of. 

Q. Was there any reason for deferring the announcement of the 
dividend for two days other than that? 

A. WeU, it had to be deferred until the Executive Committee had 
acted. 

Q. You announced to the meeting that you thought it should be 
deferred until you could inform the absent members of the Board of 
Directors of the action taken at the meeting. Whom . did you in- 
form of the absent members of the board of each one of these com- 
panies? 

A. AVell, I particularly, as I remember, telephoned to Mr. Hughitt 
in Chicago and got his answer. I inquired the whereabouts of the 
other two Chicago directors. Those were the ones that I had in my 
mind, because they were the ones who lived farthest away and might 
not have been able to have gotten to the meeting in August. I found 
Mr. Earling was too far away to be communicated with, and Mr. 
Valentine, the other Chicago director, was ill. 

Q. Mr. Ames, Mr. Cornish, Mr. Hughittn 

A. Mr. Ames, I believe, was telephoned to at Boston, and found 
to be away on a yachting trip ; that is my recollection. 
- Q. Mr. Cornish was absent? 

A. That may be. 

Q. Mr. Willcox, Mr. Appleton, Mr. Smyth and Mr. Hughitt. 

A. Mr. Willcox was absent because of the death of his brother. 

Q. And in the Southern Pacific meeting, Mr. Cornish, Mr. Hugh- 
itt, Mr. MacKay, Mr. Willcox and Mr. Mills, whom of those 

1343 did you consult? 

A. I don't know as I had any intention of consulting with 
any of those. 

Q. The resolution said it was deferred because you thought they 
should he consulted. 

A. Does it say so? in the Union Pacific as well as the Southern? 

Q. Yes. 

A. Mr. Mills' son was at the meeting, and I suppose he could con- 
fer with his father about it. 

Q. You said you deferred the action so you could consult with 
them? 

A. No, so they could be informed. 

Q. So they could be informed of the action taken at the meeting? 

A. That is right, that was the intention,, and that was carried out 
so far as possible. 

Q. That is the same language as used in the Union Pacific. Now, 
if they knew in August or in July that there was going to be an in- 
crease in a dividend, why was it necessary to defer the announcement 
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of the dividend to consult with them again, especially as you only 
consulted one? 

A. It was impossible to reach anybody else. 

Q. What was the object of reaching anybody? It had been de- 
clared absolutely, hadn't it ? 

A. Yes. 

Q. To be paid on a certain date ? 

A. Yes. 

Q. Why should it not have been announced then and there? 

A. Because we did not choose to. We chose to take the usual 
course of having the Executive Committee act on it. 

Q. Will you produce the resolution showing the usual course of the 
dividend 

A. That is so, isn't it, Mr. Millar ? 

Mr. Millar. At times the dividends were declared by the 

1344 committee and at other times by the board. 

Witness. Sometimes, he says, the committee has declared 
the dividends and sometimes the board. 

Q. Well, now, when the board declared the dividend, did not the 
board announce it immediately, at all times before ? 

A. I don't know. Mr. Millar, the secreta/ry, says the custom has 
been to send the letter to the Stock Exchange the next morning, and 
this was an unusual thing, Mr. Kellogg, and it was left to the Execu- 
tive Committee to make the announcement as best it could. 

Q. Why an unusual thing? 

A. And it was thought that it would meet the next morning and 
the announcement would be made the next morning, at least that was 
in my mind, unless I heard something from some other member of 
the board. 

Q. Why an unusual thing? 

A. Well, it was unusual to increase our dividend, to that extent, 
and it was the first dividend of the Southern Pacific, and it was a 
little staggering; it was staggering to us, so there was a good deal 
of discussion about it, and it was a new era in the history of the 
Southern Pacific, the first dividend that had been paid on it ; and the 
method of handling it and announcing it was thought best to be left 
to the Executive Committee. It was a coincidence. 

Q. In your opinion, Mr. Harriman, was the dividend on the South- 
ern Pacific justified by its earnings ? 

A. Yes, sir. Yes, by its earnings and reduction of the cost of 
labor and materials. 

Q. In your opinion was the dividend on the Union Pacific justified 
by its earnings, or was it declared in order to put up the stock? 

1345 A. Why, you have read the statement itself, that it was justi- 
fied absolutely by the earnings. It has nothing to do with the 

stock market in any way whatever. 

Q. Then why did you care whether it was announced the next 
morning or the second morning, or before the opening at London, 
or any other place? 
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A. I think the record practically shows it, that we did want to 
have some of the other members informed, and if there was any 
objection on the part of any member of the board, that could be 
informed of it — and as I said I had in mind the absent member of 
the Executive Committee ; I don't know whether he was at the July 
meeting or not. 

Comr. Lane. Have you any knowledge or did you have at that 
time, of any pool in which any of the directors of the Southern or 
Union Pacific were interested in the sale of the stock ? 

Witness. No, I don't believe any such pool existed. 

Comr. Lane. Were there any heavy speculations in that stock, to 
your knowledge, in the intervening days, between the 17th of 
August and the date in July when the notification was given that 
there would be any such dividend? 

Witness. Not to my knowledge. 

Comr. Lane. Not to your knowledge? 

Witness. Not to my knowledge. 

Comr. Lane. But you do not know of any combination of men 
who were interested in the Union or Southern Pacific who bought 
heavily in that stock between July and August? 

Witness. No, sir; I do not. I don't think there was any occasion 
for it, because I think the people interested in Union Pacific 
1346 had been holding their stock for a long time before. I think 
they all appreciated the value and that there would come a time 
when we could have returns from the Southern Pacific and there 
would be continually increased earnings in the Union Pacific, and 
the change in its management would make it possible. It would 
not be necessary for them to make any such speculation between July 
and August. I do not say they did not. 

Comr. Lane. But you do not know any individual director in 
either company? 

Witness. I haven't any idea whether there was anything of that 
kind or not. I know there was some appreciation in price, and the 
whole market went up. I might say that one of the influences 
which induced the declaration of this dividend was that by the middle 
of August the outlook of business for this year had been pretty well 
determined ; that is, the crops had gotten far enough along so that we 
could tell pretty well what we would do. In July it did not look 
quite so well. In July I think the market was quite depressed, if I 
remember right. I think there was a drought or something that 
was on, and after that the conditions changed. 

Comr. Lane. Do you remember that the stock appreciated very 
rapidly after that? 

Witness. After July? 

Comr. Lane. After August 17th. 

Witness. After August 17th it appreciated because of the pay- 
ment of this dividend and the publication of the statement. 
71535— VOL 2—09 ^19 
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Comr. Lane. Were you directly or indirectly interested in any 
stocks that, were bought between the 19th of July and the 

1347 17th of August that appreciated? 

Witness. We 

Mr. MiLBUEN. Just a moment, please. I do not know enough 
about the fact, but I think, to be consistent in my position, that that 
is obviously an improper question. 

Comr. Lane. It certainly is not obviously improper under our 
ruling. 

Mr. MiLBUEN. . I do not mean under your ruling, but from my posi- 
tion, that is what I mean. 

Comr. Lane. Yes. I do not understand that he declines at all to 
answer this line of questions. 

Mr. MiLBUKN. Mr. Harriman must take his own responsibility. I 
am simply here maintaining the consistency of the position that has 
been taken for him, Mr. Commissioner, and I do say that this ques- 
tion is entirely different from any question that the Commission has 
passed upon, because whether anybody bought stocks of the Union 
Pacific at this time or not, to my mind can not have the remotest 
bearing on any question that is before us. 

Comr. Lane. Before the announcement had been made by the 
directors and the other stockholders that there would be a dividend? 

Mr. MiLBUEN. I do not see how that would bear on rates or inter- 
state commerce. It might bear on the morality of men, it might bear 
on the ethics of men. I don't know, if a man is president of a rail- 
road and knows that its earnings are increasing or developing, any- 
thing which prevents him from buying stock. 

1348 Comr. Lane. I think the position we will have to take 
on that matter, consistent with our previous rulings, is that 

where an interstate commerce carrier declares a dividend, we have 
a right to investigate into all the acts of those who are acting as 
trustees for the road. 

Mr. MiLBUEN. That is, that there is a right, as I understand it, to 
call upon every man who may happen to be a director of that cor- 
poration, to show his private transaction for a week or a month, or 
three months?. 

Witness. Every stockholder was notified of the earnings every 
month, just the same as every director ; as soon as they were in they 
were sent out, and it is our custom to send to every stockholder and 
mail to his address the earnings as they come in every month, so that 
every stockholder— and then they were published in the paper^had 
the same information as the Board of Directors, as to the earnings. 

Comr. Lane. But the information given to the directors in July 
was private knowledge? 

Witness. They could not have any knowledge of that, but they 
knew from the earnings, the same as we did, that there was a possi- 
bility of increase in dividend. In fact, the papers began to notice it, 
if I remember right, that there was a possibility and probability of 
a dividend on the Southern Pacific, and also a probability of increase 
in dividend on the Union Pacific; unless some director may have 
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said something about it— I did not, and I doubt whether they 
did; but simply taken from the statements sent out each month by 
the company. 

1349 Commissioner Lane. I asked you before, when objection 
was made by your counsel, and of course you have the right 

to decline to answer 

Witness. I should let that take the same course; I have bought 
Union Pacific all my life, and I could not tell you whether I bought 
any in July or not. I have bought Union Pacific ever since I have 
had any connection with it ; it seems to me I have done nothing else, 
and I have advised everybody else to buy it too. 

Commissioner Lane. And you decline to answer that on the direc- 
tion of counsel? 

Witness. Yes, 

Commissioner Lane. And if we should direct you to answer, on 
his advice you decline? 

Witness. Yes. 

Q. The stockholders did not know that a ten per cent dividend 
would be declared on the common stock of the Union Pacific and five 
per cent, on the stock of the Southern Pacific, did they ? 

A. They could not know until it was done — ■. — 

Q. You know 

A. Wait a minute. I didn't know. How could the stockholders 
know until it was done? Wouldn't it be just as certain if they were 
informed that it had been done as if they had been informed that it 
would be done? 

Q. You know, Mr. Harriman, that if you said so there would be 
a 10 per cent, dividend on the Union Pacific ? 

A. I had very grave doubts in my 'own mind until I had the back- 
ing up of the Board of Directors and Executive Committee. 

1350 Q. But you knew when your mind was made up, that would 
settle it, didn't you ? 

A. No, I did not. I have got some pretty strenuous associates 
with me. 

Q. Have you ever been overruled on one single thing from the 
beginning of your management of the Union Pacific up to the present 
time? 

A. I have not been overruled by you. 

Q. No, sir. I am incapable of it. 

A. Well, I don't know. 

Q. Your actions in every respect, everything you have done and 
recommended to the board, have been carried out? 

A. I should be very proud of it, if it had been. The results as 
shown by the statement you have read, I should be very proud if I 
could say that. 

Q. Now, you knew a long while before that dividend was declared 
whether it would be 10, or 5, or 6 or 7 per cent, didn't you ? 

A. Well, I can't say that I am willing to answer that question. I 
think those things were passing in my mind, as they were in the 
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minds of other directors. I certainly could not have done it without 
the assent of the majority of the board, and there was not a dis- 
senting voice ; there was some discussion, but not a dissenting voice. 

Q. The statement which you say is sent to the stockholders is the 
usual monthly statement of the gross earnings? 

A. Gross earnings and net, each month. 

Q. The net is not known for 

A. Well, we make the estimate of the last month, you know. 

Q. Yes, it is an estimate. 

A. The last month is an estimate. 

Q. Is that mailed to every stockholder, the net, every month? 

1351 A. Every month. 

Q. But the stockholders of course did not know what the 
Board of Directors might declare? 

A. Mr. Kellogg, what is the use — ^how could they have trusted 
the management of their affairs to the Board of Directors? 

By Commissioner Clements. 

Q. It is a fact, is it not, that all the transcontinental roads through 
a joint agency, that is who published their rate, did make large in- 
creases, or increases on a large number of commodities, both east 
and west? 

A. I am not conversant with that. I think they did, to meet 
the conditions, because of increased cost of labor and material and 
increased cost of operation. 

Q. Well, you have said this morning, I think, that it would not 
be necessarily wrong for the road, to earn fifteen per cent, on its 
capitalization ? 

A. Why, certainly not. 

Q. Where would you fix the limit? 

A. One hundred per cent, if you like. 

Q. From a fair, just standpoint? 

A. As long as it is properly conducted and gives proper facilities 
for the proper transportation of its business, and no higher rate 
than is relatively charged by any other railroad, it is within the 
bounds of propriety. 

Q. How far would you go now, if it was done that way, before 
you would say it was an excessive and extortionate profit? 

A. It could not be an extortionate profit — an extortionate charge 
you might say— it is the charge, not the profit, which 

1352 is extortionate. If one method of financing or managing a 
road or operating a road puts it in a better position than 

some of the other roads, there is no reason why its stockholders 
should not receive the benefit therefrom. 

Q. How much, one hundred per cent? 

A. It would not make any difference. I do not think the percent- 
ages bear on that. What are you going to do with it? Are you 
going to donate it to the government or what? 
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Q. There are several ways by which you might let the shippers 
keep it. 

A. If you will let us reduce our rate and don't let any other rail- 
road reduce their rate, we will get all the business. 

Q. Now, you say as long as the road does the service, and does 
it as cheap as any other under like conditions and circumstances, 
that it does not make any difference how much they make? 

A. I don't think it makes very much difference, if the same rates 
prevail on every railroad, and every shipper has the same rate. 

Q. Now, if all the railroads by some concerted means make 
the same rates on the same commodities between the same points, 
how would you ever find the standard of comparison by which to 
test the validity of your rates, because your road and the other 
roads have all made the same rate on the same article at the same 
time bv agreement, and not by competition ? 

A. WeU, I think— 

Q. Your rates would justify theirs, and theirs would justify 
yours, according to your statement? 

A. Possibly theirs would justify ours, I don't know that 
1353 they would, or ours might justify theirs. 
Q. Well, by comparison 

A. (Interrupting.) That is a pretty broad question, I think there 
should be some regulation. If, as I stated to Mr. Lane, the railroads 
were legally entitled to make agreements 

Q. When you say make agreenlents — -- 

A. (Interrupting.) Permanent agreements. 
* Q. When you say make agreements, you mean make rates ? 

A. No, agreements for transportation, agreements for the estab- 
lishment of lines upon which the traffic could be conducted at less 
cost. 

Q. There is not anything in the law that I know of against your 
making agreements with connecting lines. 

A. But I mean agreements that would be permanent and standing, 
for ninety-nine years or one thousand years. 

Q. What kind of agreements do you mean ? 

A. Operating agreements. 

Q. Fixing rates between competing lines ? 

A. No; not necessarily between competing lines, but operating 
agreements where parts of lines could be used, and distribution of 
traffic. 

Q. Do you mean distribution of traffic between the different com- 
peting lines ? 

A. Distribution of traffic between the different competing lines 
under proper regulation. 

Q. Now, for what purpose would you have the roads do that ? 

A. For the purpose of reducing the cost of the business. 

Q. Does it not also have the effect of preventing the reduction of 
rates by one road, if the road enters into an agreement by 
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1354 which each road is to get so much anyhow? What inducement 
is there for any road to make a lower rate ? 

A. The same inducement there would be for any merchant or 
manufacturer who has to reach a market with his goods. So long 
as you gentlemen are in existence I don't suppose there would be 
much difficulty in arriving at some plan, whereby those matters 
could be regulated, provided the railroads had the counter right to 
distribute their traffic where it could be handled to the best advantage. 

Q. Don't you think that would tend to enable all the railroada 
to charge all that the traffic would bear ? 

A. No ; I don't think so. I think it would enable the railroa,ds to 
conduct their traffic at less cost than they are at present, and would 
enable them in the end to do it at less charge than is now made. 

Q. Well, if they have a right to agree to divide the business and 
cease competition, and there is no need then to compete, and so long 
as the property will bring more than freight rate, isn't there a con- 
stant tendency on the part of roads, and a perfectly natural one, to 
increase their profit? 

A. Suppose they did increase their profit, if it did not injure 
anybody ? 

Q. How can you take it without taking it from somebody ?' Does 
not the consumer or the shipper pay it ? 

A. The shipper or consumer may pay it, but if he gets a proper 
profit on his business should not the railroad get one too? 

1355 Q. What is to become of the consumer who consumes the 
goods that the shipper ships and the railroad carries ? 

A. The consumer in order to get the withal to purchase what he 
buys from the shipper, has to produce something else and sell it to 
some other consumer ; it is rolling around in a ring all the time. 

Q. Do you think there is in the domain of good morals any limit to 
which the carrier may take their profits ? 

A. That is not it. I think you are going beyond the line. I 
maintain that any transportation line that could get itself into the 
condition where it could transport cheaper than other lines similarly 
situated, is entitled to all the profit it could make, provided it charged 
no more therefor than the other lines were charging for similar busi- 
ness. 

Q. If they all agree on what they will all charge, what is to hinder 
them from 

A. (Interrupting.) I don't believe they will all agree, I don't be- 
lieve they ought to have the right to agree on anything they should 
do without proper regulation; and I so stated this morning, in answer 
to Mr. Lane's question. ' 

Q. That regulation would be to put a limit on the profits they 
might make, by limiting the charges. 

A. Yes, you might limit the rate at which all the railroads should 
conduct their traffic, but you should not say that one railroad should 
charge so much, and another railroad should charge so much, more or 
less ; but if the rates were fixed so that all railroads charged the same 
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reasonable rates, why, any railroad that got itself in proper 

1356 condition to take transportation at less cost, that railroad 
should receive the full benefit of it. 

Q. You did not claim they should be all allowed to join together 
and divide the business or make rate agreements so as to 

A. (Interrupting.) I do say this, that there should be some act 
passed so as to enable the railroads to make some such agreements, 
under proper regulations well known to the public and well known 
to some body constituted as you gentlemen are, and under authority 
of some such body — ^that there should be some such law whereby the 
railroads can transact their business lawfully as well as intelligently. 

Q. You think that authority ought to be vested with the power of 
putting a limitation on the charges of railroads ? 

A. Proper reasonable charges by the railroad, I have no objection 
to that; but the point I made was, that one railroad should not be 
regulated to the exclusion of other railroads. 

Q. Well, the Government gets money for 2^ and 3 per cent and 
good securities of other concerns are taken at a premium, at 3 and 4 
and 5 per cent, and 

A. (Interrupting.) Not many of them. 

Q. And it is usury for a bank or other persons to take more than 
6 or 7 or some other amount that is fixed by legislation. Now, is 
there no point of fairness and good morals and principles that governs 
in all lines of business and enters into legislation and other matters — 
is there no point beyond which the rates of a railroad should be shown 
to be unreasonably high because of an excessive profit ? 

A. Do you think between Omaha and Denver, for instance, 

1357 if the Burlington & Quincy took its tralRc for less cost than 
the Union Pacific could, that the rate on the Burlington & 

Quincy should be reduced, and not on the Union Pacific? 

Q. You have not quite answered my question, and have asked 
me one. 

A. I know, but I am trying to answer your question by asking one. 

Q. Do you think there should be any limit or ought not to be any 
limit? 

A. On all railroads? 

Q. Any railroad. 

A. Well, I don't think you can specify on one railroad. It de- 
pends. The charges on one railroad must relatively be the same as 
on all railroads doing similar business. 

Q. The question you put to me, if it was a dealer in other articles 
out here on the street, the one that could not do it at the lowest price 
would have to take the lowest price made by his competitor, whether 
he could afford to do it or not. 

A. Then he would go into bankruptcy, maybe. 

Q. That might be so. 

A. One railroad might be capitalized for less than its worth, or 
its credit might be higher, and it might issue bonds at a low rate, 
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which would enable it to raise capital at a lower rate than the other 
road; the stockholders ought to get the benefit of the credit. 

Q. Do you think the Government or the people should guarantee 
to keep every railroad, whether built improperly or not, out of bank- 
ruptcy ? 

A. I think it would be to the interest — not of the Govern- 
1358 ment — but to the interest of the people, that that railroad 
should receive a fair return to enable it to conduct its busi- 
ness at a profit. 

Q^ You would hardly think it was justifiable that the public should 
be required to pay such rates as to guarantee that no railroad, however 
improperly operated, should be kept out of bankruptcy- 



A. (Interrupting.) There should be allowed a charge 

Q. (Interrupting.) On a basis which could do that? 

A. I think that when a transportation property has developed its 
system like any manufacturer, so that it can produce the goods for 
less cost than another, it should not be forced to charge less for its 
goods than the others (similar transportation lines) do for theirs. 

Q. Ought the charges then to be on the basis of that one which is 
the worst located and constructed and operated ? 

A. It should be on a fair and reasonable basis for all lines alike. 

By Commissioner Lane : 

Q. What year did you take up the Union Pacific ? 

A. 1898. 

Q. From that time you have increased your holdings in railroads 
until your line extends out to Portland, and by water from there 
across the Pacific; takes in the line then from Ogden to San Fran- 
cisco, and from there across the Pacific to the Orient ; and from San 
Francisco back down and south to New Orleans, and from New 
Orleans to New York by water ; you have a certain control over the 
Illinois Central and a certain control over the Chicago & 
1359 Alton; you have approximately $30,000,000 of stock in the 
Baltimore & Ohio; you have a large holding in the New 
York Central ; and all these holdings trace from the original taking 
over of the Union Pacific, and the issuance of the $100,000,000 of 
bonds ; is that so. 

A. All these latter holdings trace to the proceeds of the sale of the 
Northern Pacific and Great Northern. 

Q. All the profits which you have made out of that transaction? 

A. Well, out of that transaction, but that was not out of traffic; 
it had nothing to do with rates or income from traffic. It was only 
the handling of the ^ 

Q. The handling of the money which you realized upon the sale 
of securities of the Union Pacific road ? 

A. That is all a reinvestment. 

Q. Where is that thing going to stop ? 

A. I don't — I think it has stopped. I don't think we have any 
more — I would go on with it if I thought we could realize some- 
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thing more than we have got from these investments, 1 would go on 
and buy some more things. 

Q. Supposing you concentrated two or three more you might take 
some oth-er line and go right into New York? 

Mr. MiLBURN. Why not? 

A. Suppose we had a line from New York to San Francisco; I 
suppose that is what you mean ; would it not be a good thing— not 
that we have any idea of doing it— but would it not be a good thing? 

Q. Supposing that you get the Santa Fe. 

A. You would not let us get it. 
Q. How could we help it? 

1360 A. How could you help it? I think you would bring out 
your power to enforce the conditions of the Sherman Anti- 
Trust Act pretty quick. If you will let us, I will go and take the 
Santa Fe tomorrow. 

Q. You would take it tomorrow? 

A. Why, certainly I would; I would not. have any hesitation; it 
is a pretty good property. 

Q. Then it is only the restriction of the law that keeps you from 
taking it? 

A. I would go on as long as I lived. 

Q. Then, after you had gotten through with the Santa Fe and had 
taken it, you would also take the Northern Pacific and Great North- 
ern, if you could get them ? 

A. If you would let nie. 

Q. And your power, which you have, would gradually increase 
as you took one road after another, so that you might spread not 
only over the Pacific coast, but spread out over the Atlantic coast. 

A. Yes ; but hasn't your organization increased its power ? 

Q. It undoubtedly has. That is what I am coming to. Do you 
think the law itself should intervene there and should restrict you in 
your power to use money raised for railroad purposes and raised on 
railroad securities to the actual improvement of that railroad, or 
should you be allowed to use it for the acquisition of other railroads ? 

A. I think we should be allowed to use it for the acquisition of 
other railroads, under proper regulation. 

Q. Now, what 

A. One minute. What I mean by that is this. This is probably 

an illustration which I might make. As the law exists, railroads are 

prevented from consolidating or combining. If interests in certain 

lines have been forced to purchase the securities of other rail- 

1361 roads in which they wanted some dominating influence — ^not 
that we have purchased since the 1st of July ; the purchases we 

made since the 1st of July were not specially for that purpose — ^but 
take the instance of the Burlington & Quincy and Great Northern, 
and Northern Pacific; it was not a good thing for the Northern Pa;' 
cific and the Great Northern and Burlington, or for the Northern 
Pacific and Great Northern to buy all the stock and eliminate from the 
situation 15,000 or 16,000 small stockholders; that is what they did. 
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They turned those 15,000 or 16,000 small stockholders from stockhold- 
ers into creditors, so that they were eliminated from the development 
of the business on the lines of railroad. They did not care anything 
about it as long as they got the interest on the bonds. Now, if we 
had some legal method whereby the Burlington and Northern Pacific 
and Great Northern, under some legal restriction, had been permitted 
to make contracts by which they could approximately have accom-j 
plished the same thing, it would not have been necessary to issue 
the $200,000,000 of bonds to acquire the Burlington stock, and the 
ownership of these securities would have been in the hands of the 
people, where I believe it is better it should be. 

We hive never gone to the extent of eliminating, so far as we 
could possibly avoid it, ownership by small people in our property; 
we have been partners of theirs and have tried to be partners of the 
public. 

Q. And you want the powers of the Commission still further in- 
creased 

A. (Interrupting.) I cannot say that I do, unless we have our 
powers increased. 
1362 Q. You want your powers increased so that you can combine, 
and you want us given power in the first place to insure the 
rate- 



A. Yes, to regulate and go hand in hand with us. There is no 
other country in the world where the business interests are so an- 
tagonized by the Government as this one. You take any other coun- 
try in the world where the transportation lines are as important a 
part of it as they are in this country, they go hand in hand. Even 
Japan, poor little Japan — not poor little Japan, but a small nation 
like that, the Government takes a practical interest in encouraging 
transportation facilities. 

Q. There is no other government in the world that has given so 
much land and money to the railroads as this '- 

A. But there is no other country in which railroads have improved 
the country as in this country. 

Q. Is there any other country in the world where transportation 
lines have yielded such large profits? 

A. I think if you will go back twenty years, I think you will find 
the average profits of these lines have not been so very large. From 
1894, or from the panic of 1893 until 1898, I think you will find that 
about 70 per cent of the securities of the railroads of this country 
were without dividends, and 

Q. Certainly 

A. Wait a minute. In 1898, if you will remember, it was just at 

the time in 1897 and 1898, when all these bankrupt properties were 

being reorganized and paying assessments instead of dividends. You 

talk about 10 per cent dividend on the Union Pacific. When 

1363 I took hold of the Union Pacific, we were just paying 10 

per cent assessment on our stock. 

Mr. Kellogg. And getting preferred stock for it ? 
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Witness. And getting preferred stock for it, which was problemat- 
ical as to its value. 

Mr. Kellogg. And they were getting their full amount of the 
common stock which they had in the old line ? 

Witness. Yes, but it was problematical what it would be worth. 
But they were called upon to pay a ten per cent assessment on a stock 
the market value of which was only about 30 per cent. 

Q. Is it not a fact that every regulative act upon the railroad is 
the result of some policy pursued by the railroads themselves ? 

A. I believe you are right. I think the railroads themselves are 
more to blame than any factor, for the condition that exists today, 
the antagonisms between the people and the legislatures and the 
railroads themselves. I think the management of the railroads 
themselves are more or less to blame than any other cause, and they 
had a right to agree and they had the right to get together, but they 
were always squabbling and never got together, and they lost the re- 
spect of the communities which they served. I have no apologies 
to make for the railroads at all. 
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being duly sworn on behalf of the complainant, testified as follows: 

Direct examination by Mr. Severance. 

Q. Mr. Morton, where do you live? 

A. I live in New York. 

Q. What is your present business? 

A. Insurance. 

Q. You are president of the Equitable Insurance Colnpany? 

A. Yes, sir. 

Q. What experience, if any, have you had in railroading? 

A. I have had an experience commencing in the latter part of 
1872 and lasting until 1904. 

Q. In what different positions were you occupied during that 
time? 

A. I was clerk, chief clerk, and assistant general freight agent. 

Q. Of what road? 

A. The C, B. & Q. 

Q. Headquarters where? 

A. Chicago. Afterward I was its general passenger agent, then 
general freight agent, and afterwards, commencing in December, 
1895, I became vice-president of the Atchison, Topeka & Santa Fe 
road, in charge of its commercial interests, its traflSc department. 

Q. You were the head of the traffic department of the Santa Fe 
from 1895 until you ceased railroading? ' 

A. Yes, sir. 

Q. That was when you went in the Cabinet, in 1904? 
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A. Yes, sir. 

Q. Have you at present any relations as an officer or director of 
any railroad company? 

A. I am a director of the Atchison Railroad. 

1365 Q. During those years, from 1872 — when did you say you 
began railroading? 

A. December, 1872. 

Q. During all that time were you engaged on the traffic side of 
railroading as distinguished from the operating? 

A. Yes, generally on the traffic side, largely on the traffic, mostly 
traffic. 

Q. Was there an interregnum in which you were connected with 
the Colorado Fuel & Iron Company? 

A. From 1890 to January 1, 1896, I was vice-president of the 
Colorado Fuel Company. 

Q. And were you during a portion of that time also engaged in 
the railroad business? 

A. In an indirect way. I had much to do with the railroads, but I 
was on the other side of the traffic proposition. 

Q. You were a shipper then? 

A. I was a shipper. 

Q. Were your headquarters at Chicago during all the time you 
were in the railroad service? 

A. All the time while I was an officer of the railroad. 

Q. During that time did you become familiair with the trans- 
continental freight business ? 

A. In a way, yes, sir. 

Q. Was that a large part of your business, to be familiar with it ? 

A. As an officer of the Atchison system it was quite a large part of 
my business to become acquainted with it; as an officer of the Bur- 
lington it was incidental. 

Q. What was the westernmost point reached by the Burlington 
while you were an officer of that company ? 

A. Denver. 

Q. Did transcontinental traffic move by way of Denver over the 
Burlington ? 

1366 A. Yes, quite largely ; it went via Omaha, via Council BluflEs, 
and also via Denver. 

Q. If it went via Omaha or Council Bluffs to what road was it 
delivered ? 

A. Union Pacific. 

Q. If it went to Denver to what road was it delivered ? 

A. Denver & Rio Grande. 

Q. What other roads were there, we will say up to 1901, running 
to Omaha, delivering freight to the Union Pacific ? 

A. The North- Western, the Rock Island, the Chicago, Milwaukee 
& St. Paul, the Wabash, the Missouri Pacific, and the Illinois Cen- 
tral was finished there, but just what year I could not tell. 
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Q. Was all of the transcontinental traffic that reached Omaha over 
these various lines taken to the West over the Union Pacific ? 

A. I should say a very large proportion of it was. Some of it 
may have gone on West to Denver and been delivered to the D. 
&E. G. 

Q. But the bulk of it that went to Omaha was turned over to the 
Union Pacific? 

A. Yes. 

Q. Now I am addressing your testimony to a date anterior to the 
spring of 1901. In those days where did the Union Pacific reach 
the Pacific Ocean, if at all ? 

A. I do not think the Union Pacific reached the Pacific Ocean 
at all. 

Q. Not the Union Pacific proper, but didn't it by proprietary 
lines? 

A. I think it had a proprietary interest in the Oregon Short Line 
and the Oregon Railroad & Navigation Company and reached the 
Pacific Coast at Portland. 

Q. Ocean steamers go up to Portland, don't they ? 

A. Small ones. 

Q. And at that time was the Union Pacific also built to Og- 
den? 
1367 A. It was also built to Ogden. 

Q. And from there continued to San Francisco over what 
line? 

A. Over the Central Pacific, which was a part of the Southern 
Pacific system. 

Q. Where did the Atchison, Topeka & Santa Fe have its eastern 
terminus when you went with the road? 

A. Chicago. 

Q. And at that time where was its western terminus^ that is, that 
it owned? 

A. The western terminus was San Diego. 

Q. What point was its westernmost station on the road to San Fran- 
cisco ? 

A. A station called Mojave. 

Q. Is that the same place that is now called Bakersfield? 

A. No, that is 60 odd miles, I think, east of Bakersfield. Bakers- 
field is over on the other side of the Tehachapi Mountains; Mojave is 
on this side. 

Q. At Mojave did the Santa Fe at that time make a connection 
with some other line? 

A. It made a connection with the Southern Pacific. 

Q. For San Francisco? 

A. For San Francisco and all points that the Southern Pacific 
reached. 

Q. When did the Santa Fe build its own line intd San Francisco ? 
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A. It didn't build. It bought the San Francisco & San Joaquin 
Valley Railroad, which runs from Bakersfield to Point Richmond 
opposite San Francisco. 

Q. On San Francisco Bay? 

A. On San Francisco Bay. 

Q. At that time you made a contract, did you not, with the South- 
ern Pacific for the joint use of that road over the Tehachapi Pass? 

A. Yes. 

Q. How long time? 

A. It was a 15-year contract, I think. 
Q. What year was that? 

1368 A. I think that was about 1897 or 1898 or 1899, I can't tell 
exactly. 

Q. When I spoke of the road over the Tehachapi Pass I meant the 
line from Mojave to Bakersfield. 

A. I understood it so. 

Q. That is a 60-mile gap? 

A. 68 miles as I remember it. 

Q. Now, at the time you came in charge of the traffic of the Santa 
Fe in 1896, did the Southern Pacific have its line through to Galveston 
and New Orleans from San Francisco? 

A. Yes. 

Q. And did it then have the boat-line to New York from those 
ports ? 

A. Yes, it did. It worked in conjunction with the Morgan Line 
of steamers ; I think it owned it at that time. 

Q. In addition to the transcontinental lines that you have already 
mentioned, what other transcontinental lines were there prior to 1901 ? 

A. There was the Northern Pacific and the Great Northern and 
the Canadian Pacific. 

Q. What lines were in competition at that time for the transconti- 
nental business? 

A. They were all more or less in competition with each other. 

Q. Was the line from Omaha to San Francisco, composed of the 
Union Pacific and the Central Pacific, in competition with your line — 
the Santa Fe? 

A. Yes. 

Q. And also with the Sunset Route of the Southern Pacific ? 

A. On some business it was, and on some business it was not. 

Q. What business was there in which it did compete with the Sun- 
set Route ? 

A. On the business from this section of the country it was competi- 
tive. 

Q. How far west did that competition extend ? 

A. I think it extended as far west as Pittsburg and Cin- 

1369 cinnati. and possibly in some instances as far as Chicago. 

Q. What other routes were there to the Pacific Coast prior 
to 1901, if any, that used a part of the Sunset line of the Southern 
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Pacific, other than the line made up of the boats to New Orleans and 
Galveston, and the Southern Pacific from there? 

A. I think all the lines running into New Orleans had connections 
with the Southern Pacific. 

Q. Can you name some of them ? 

A. Well, there is the Louisville & Nashville, and the Queen & 
Crescent, and the Illinois Central, and other lines reaching that city. 

Q. Were there any connections made at El Paso by any lines ? 

A. Yes ; the Texas & Pacific connected at El Paso with the South- 
ern Pacific west of El Paso. I do not think the Rock Island was 
finished to El Paso at that time, prior to 1901, but sometime about 
that year they finished a line there. The Atchison had a road down 
to Demingj made a connection with the Southern Pacific at Deming, 
New Mexico, about 100 miles west of El Paso, and did a little busi- 
ness that way — not much. 

Q. Had the Eock Island built into El Paso prior to the time you 
left the railroad service in 1896? 

A. Yes. 

Q. Was that road made up of the Rock Island and the Southern 
Pacific engaged in transcontinental trafiic? 

A. It was. 

Q. And was that competitive with these other lines? 

A. It was. 

Q. Did the Rock Island, prior to the time it built into El Paso, 
have any connection with El Paso or with some point in that neigh- 
borhood on the Southern Pacific, over other lines? 
1370 A. The Rock Island connected with the Union Pacific at 
Omaha and with the Denver & Rio Grande at Pueblo. The 
competition — may I say a word? 

Q. Yes, go ahead. 

A. The competition generally considered among railroad men was 
east of Ogden and El Paso. The situation was to a very large degree 
dominated by the Southern Pacific. They controlled the rate-making 
power to a very large degree, and all of these lines which published 
California rates did so under the general guidance and advice of the 
Southern Pacific Company, which was a connection of them all, ex- 
cept the Atchison to Southern California. 

Q. Taking into consideration the situation of all those railroads 
you have mentioned and with which you are familiar, will you state 
whether in your opinion, in the spring of 1901, prior to the time thfit 
the Union Pacific purchased a large amount of stock in the Southern 
Pacific, the Union Pacific and the Southern Pacific were competitors 
for transcontinental business? 

A. They were both competitors and connections. 

Q. They were competitors, were they? 

A. Yes. 

Q. Now, Mr. Morton, how did the rates in this eastern territory 
compare over the two routes to the Coast, that is, by way of the Sun- 
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set Route to New Orleans, the boat-line, and the Sunset Route to 
California and over the Union Pacific with its connections, and the 
Ogden route? 

A. The rates were supposed to be the same. 

Q. Were they the same during all the time that you were rail- 
roading, after the Morgan Line was established, so far as you know ? 
I am speaking only of through business to the Coast. 

1371 A. As I remember, the Morgan Line 'started out by making 
a differential rate of 10 per cent less than the overland rate, 

on account of their mixed line, being water and rail, but that was 
changed some time after the line was inaugurated, and the rates were 
the same after that. 

Q. How far west of New York did the rates from New York ap- 
ply by the Morgan Steamship Line? 

A. Well, that was always a question. I think in some instances 
as far as Pittsburg; I am not sure that it did not extend west of 
there at other times. 

Q. How was that haul from Pittsburg east to the seaboard, paid? 

A. That was by absorption of the charge to New York. 

Q. It was absorbed by the Southern Pacific interest, either the 
boat-line or the railroad? 

A. By the through line. 

Q. By the through line? 

A. Yes. 

Q. In addition to this transcontinental competition, were these 
two systems, the Union Pacific and the Southern Pacific, competitors 
as to any other traffic, such as Colorado common points? 

A. The Morgan Line of steamers as far as Galveston was a com- 
petitor with the Union Pacific Railroad, so far as securing business 
for Colorado was concerned. You might say that the competition 
was really east of the trunk lines, what they call the Iowa trunk 
lines, east of Missouri. The competition up to Galveston was com- 
petitive with the lines east of the Missouri River. 

Q. How was the business handled into Colorado from Omaha when 
delivered by the eastern lines? 

A. By the Burlington or the Union Pacific? 

Q. Yes; and how was the business handled into Colorado 

1372 common points and from the boat-line at Galveston ? 

A. It was handled by various lines. It might have been 
handled by the Atchison, which has a line direct from Galveston to 
Denver; or it might have been handled in connection with the M. K. 
& T. and the Colorado Southern, or in connection with the I. & G. N., 
and the Chicago, Rock Island & Pacific There were several lines 
from the Gulf to the state of Colorado. 

Q. Did any of that traffic go by way of New Orleans as well as by 
Galveston to Colorado common points? 

A. Yes, I think so, formerly. 

Q. Yes, I mean formerly. 

A. Yes. 



MORTON. 811 

Q. And over what lines did it move from New Orleans? 

A. It may have gone three or four different ways ; it may have gone 
Southern Pacific up to some junction point in Texas with the Colo- 
rado Southern, or it may have gone by the Illinois Central to Kansas 
City, and west from there over the Union Pacific, the Burlington, 
the Eock Island, or the Atchison. 

Q. Take the territory west of Pittsburg, or take, say, Pittsburg 
common points and Cincinnati common points: what different ways 
would the traffic move to the Coast? 

A. There were a great many routes by which it could have gon©. 
From Pittsburg it could have gone via Chicago; it could have gone 
from there via St. Paul or via Council Bluffs or Omaha or via Denver 
or via Kansas City or via El Paso, or it could have gone south via 
New Orleans, and gone west from there; or it could have gon© 
through St. Louis and out that way. There were a great many gate- 
ways for it to travel and through which traffic could have found an 

outlet. 
13T3 Q. Now, what about the line from Pittsburg or Cincinnati 
southwesterly to New Orleans, without going to Chicago at all ? 

A. It could have gone down the river to New Orleans and could 
have gone west from there, or it could have gone by rail. 

Q. Do you know of any traffic moving down the Ohio and Mis- 
sissippi Eivers to New Orleans and thence to the Coast ? 

A. One time I knew business did move that way. I cannot tell 
you of any specific traffic that did move, but I understood at one 
time that it was moving that way. ' 

Q. What was the nature of the competition that existed, say, into 
Colorado common points between these different lines? How did 
they compete? 

A. Each tried to get the others business. 

Q. Was that the same with the continental business ? 

A. Yes. 

Q. The competition you have mentioned? 

A. The same kind of competition. 

Q. Now, as to that business the Union Pacific did not use the 
Southern as a connection at all, did it ? 

A, What business? 

Q. To Colorado common points. 

A. I do not think I quite understood your question. 

Q. You spoke of the Southern Pacific being both a competitor 
and a connection of the Union Pacific on continental business. Now 
was it a connection as to Colorado common points business? They 
did not use the Somthern Pacific line, did they, to get into Colorado 
common points? 

A. The Morgan Line of steamers was sometimes used. 

Q. No, I mean did the Union Pacific use the Southern in any way 
to get into Colorado? 

A. No, I do not think they did. 
71535— VOL 2—09 20 
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1374 Q. So as to that business they were not connections, but 
strictly competitors? 

A. Competitors. 

Q. Now, Mr. Morton, did you ever know of any competition from 
the north by way of boat-lines to San Francisco as against the all- 
rail lines? 

A. Well, we once had competition with the Canadian Pacific. 

Q. From what points, and how did they carry it? 

A. The Canadian Pacific was an active competitor for business 
from all the eastern portion of the United States for San Francisco 
at one time, and operated on a differential rate. 

Q. How did they handle the traffic — to what points? 

A. They took it up via Winnipeg and out to Vancouver, and from 
there I think it went down by boat to San Francisco. 

Q. And you say that they operated that long route under a differ- 
ential tariff. Do you remember how much the differential was ? 

A. As I remember, it was 10 per cent. 

Q. How long was that in, do you know ? 

A. Several years, I think. 

Q. Do you know of the other lines to the north competing by 
means of boat communication with San Francisco ? 

A. I think the Northern Pacific has done a little business in that 
way. 

Q. Business can be handled that way, can't it ? 

A. Business has been handled that way; in very small amounts, 
however. 

Q. Mr. Morton, do you remember, when you were an officer of the 
Colorado Fuel & Iron Company, making a complaint as to rates on 
rails to the Coast from Pueblo? 

A. I do. 

Q. Did you investigate the movement of rails to the Coast 

1375 at that time? 

A. So far as it was possible for me to do so I did. 

Q. Do you know whether at or about that time any steel rails 
had been moved to the Coast from Chicago by way of New Orleans? 

A. I understand there was a shipment. 

Q. Do you know how much it amounted to ? 

A. As I remember it was quite a substantial shipment, three or 
four thousand tons. 

Q. How did it move? 

A. It came to New Orleans by the Illinois Central, thence to San 
Francisco by the Southern Pacific. 

Q. That is, the Sunset Route of the Southern Pacific ? 

A. The Sunset Route. 

Q. During the time that you were railroading, prior to 1901, were 
you in the habit of attending meetings of the transcontinental traffic 
associations? 

A. Yes, sir. 
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Q. Did you attend those meetings on behalf of both of the roads 
that you were connected with, that you have stated ? I do not mean 
at the same time, but when you were connected with the " Q " did 
you attend those meetings for them or only for the Santa Fe ? 

A. Occasionally when I was with the C. B. & Q. I attended those 
meetings, and generally I attended those meetings after I became 
an officer of the Atchison, unless the meetings were in regard to 
detail work, which I had others to do for me. 

Q. Now, at those meetings of the Transcontinental Traffic Asso- 
ciation, prior to 1901, were the Union Pacific and the Southern 
Pacific separately represented? 

A. Generally. 

Q. When your line ended at Mojave and you went up to 

1376 San Francisco over the lines of the Southern Pacific, was the 
Atchison competing for eastern business with the Southern 

Pacific? 

A. I always considered it was. 

Q. Was that competition active or passive? 

A. It was active. 

Q. And were you at the same time competing with the Union 
Pacific for transcontinental business? 

A. Yes, with all the lines connected with the Union Pacific. 

Q. Do you know when the divisions were made as between the 
Southern Pacific from Ogden to the Coast, and the Union Pacific to 
Omaha, and the other lines on east, how many years ago, and by 
whom they were made? 

A. I think those divisions were made soon after the roads were 
completed. They may have been modified somewhat since, but they 
were practically made in the early "J^O's I should say. 

Q. And did they continue substantially the same after that time? 

A. Substantially, as I remember. 

Q. You understood my question to refer to divisions between the 
connecting lines ? 

A. As between the Union Pacific, the Central Pacific and lines 
east of Council Bluffs and Omaha. 

Q. Yes. 

Mr. LovETT. Divisions of revenue ? 

Mr. Severance. Yes, divisions of revenue. 

Mr. LovETT. Division of the rates. 

Q. How was that divided? I do not care about the percentages, 
but it was based on some gateways, wasn't it ? 

A. Well, it was based on the equities of the case as they were seen 
by the different participants. 

1377 Q. Now take a rate from New York, we will say, or Pitts- 
burg, through to San Francisco, all rail. What were the 

division points? What were the gateways where the division? were 
made? 
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A. Well, there were several gateways, but take the Chicago gate- 
way. As I remember those divisions, the San Francisco rate allowed 
22 per cent east of Chicago. That may have been modified after- 
ward. That left 78 per cent to be divided west of Chicago, There 
was a deduction, I think, for the Omaha bridge toll, which was an 
arbitrary, and I am not sure there was not a deduction for some 
terminal charge at San Francisco. After that as I remember, the 
line east of Council Bluffs received 15 per cent. 

Q. 15 per cent of the balance? 

A. 15 per cent of the balance. And then there was another sub- 
division of the revenue or rate west of Omaha between the Union 
Pacific and the Central Pacific. 

Q. Those are the divisions you had in mind in answering my 
previous question? 

A. Those were the divisions I had in mind. I thought that was 
what you asked for. 

Q. Yes, that is right. Now, in the matter of eastbound business, 
say the fruit traffic in Southern California: how did that move to 
the east previous to 1901 — over what lines? 

A. There were two lines out there, and the business moved by 
both of them. One was the Southern Pacific, which controlled the 
line via Ogden and the line via El Paso; and the other was the 
Atchison road, which had its own line. 

Q. That is, it all started over the Southern Pacific— all that did 
not go over the Atchison? 

A. Yes. 

Q. Did the Union Pacific have soliciting agents in the 
1378 field out there endeavoring to secure the routing of traffic 
by way of Ogden? 

A. Yes, all of the lines east 8f Ogden and west of Chicago had 
Soliciting agents out there. 

Q. Now that brings up the question of solicitiiig agents. Prior 
to 1901 did the Southern and Union Pacific maintain soliciting 
agencies in the various large cities in the East? 

A. I understand they did. 

Q. What is the function of a general agent in a town like New 
York, for instance, for a transcontinental railroad? 

A. It is to look after the welfare of that railroad, represent it, 
and try to secure as much business for it as possible at the tariff 
rates, and in every way to be the agent of the company, 

Q. Personal solicitation to shippers? 

A. Personal solicitation, settlement of claims, etc. 

Q. That is the reason why the roads maintain these officers, is it? 

A, Yes. 

Q. Do all the transcontinental lines maintain offices in New York 
fot that purpose, of did they prior to 1901? 

A. I think they all do now. I believe that the Union Pacific and 
the Southern Pacific both have their agents here yet. 

Q. And how about Pittsburg? 
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A. I could not tell in regard to that. 
Q. How about Chicago? 

A. I think they have one representation there. 
Q. Do you know about the line by Panama, Mr. Morton? 
A. I know there is a line by Panama. 
Q. Do you know there was a line there prior to 1901? 
A. Yes, sir. 

1379 Q. How is that line made up ? 

A. There is a steamship line from the head of Panama and 
another line from the west coast of Panama to San Francisco. 

Q. What was that line from the west coast to San Francisco? 

A. You mean the Pacific Mail? 

Q. Yes. 

A. The Pacific Mail. 

Q. The Pacific Mail Steamship Company? 

A. Yes. 

Q. Was that Panama line made up of the Pacific Mail on the 
Pacific Ocean and the Panama Railroad, and the steamers from 
Panama, or Colon, rather, to New York, engaged in competition for 
transcontinental business ? 

A. Yes ; they were a factor in the traffic. 

Mr. LovBTT. I did not hear that answer. 

Witness. I said that steamship line was a factor in the traffic. 

Q. Prior to 1901 was there emigrant passenger business for the 
Pacific Ocean and intermediate regions that was competitive between 
the different lines ? 

A. You mean from here? 

Q. Yes. 

A. Yes, sir. 

Q. Was that quite a considerable business? 

A. Quite a large business. 

Q. And what lines participated in that — all the lines? 

A. All the western lines. 

Q. The same ones that you have mentioned as having competed 
for freight business ? 

A. Yes. 

Q. How was it as to first-class passenger business? In what way 
did the lines seek to get first-class passenger business? You 

1380 stated that you were at one time general passenger agent. 

A. By advertising and by the service they rendered. 
Q. Did all the lines engage in that? 
A. They all were doing more or less of it. 
Q. All the transcontinental lines that you have mentioned ? 
A. Yes, sir. 

Q. How did the rates over the various , lines for California from 
here, compare? 
A. They were identical. 
Q. Identical. 
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A. I think the rates were all published in one tariff. 

Q. That is right. 

A. A joint tariff. 

Q. Then, there was no competition in rates, but the competition 
was in service and in attracting people's attention to the various 
lines, was it? 
- A. That is right. 

Q. Now, take all this business together, from the East, both the 
freight business and the passenger business concerning which you 
have testified: was the business that was competitive between the 
Southern Pacific, meaning the Sunset Koute of the Southern Pacific, 
either by rail connections to New Orleans or Texas points, thence to 
the Coast, or by the boat lines to New Orleans and thence to the 
Coast — ^that is, competitive between that line and the Union Pacific 
line — a large business or a small business ? 

A. It was a large business, and the competition was chiefly east of 
Ogden. 

Q. Yes, that is right. 

A. I always considered in our California business, in our Pacific 
Coast business, that the connections of the Union Pacific or the South- 
ern Pacific were more difficult to deal with as competitors than those 

lines proper. 
1381 Q. Yes, because you had a line clear through to Chicago. 

A. We had a line from Chicago to San Francisco and from 
Chicago to San Diego. And our difficulties were with the competi- 
tors of the Southern Pacific more than with the Southern itself. 

Mr. LovETT. The connections? 

Witness. I mean the connections. 

Q. Yes, I understand; the connections of the Southern Pacific 
rather than the Southern Pacific, and one of those connections was 
the Union Pacific? 

A. And one of those connections was the Union Pacific. 

Q. And that competition was very strenuous, wasn't it ? 

A. The Union Pacific had the D. & E. G. to compete with — ^its 
nearest competitor; then it had on the South the Texas Pacific and 
the Rock Island from El Paso ; and when it got as far as Denver it 
had the Burlington and the Missouri Pacific. 

Q. And the Union Pacific was all the time fighting for this through 
business as against you and as against the Sunset line of the Southern 
Pacific? 

A. The Union Pacific was doing just like the rest of us were — each 
of us trying to do the very best we could under the circumstances. 

Q. And that was a very large traffic ? 

A. That was a large traffic. 

Q. Mr. Morton, what territory is embraced within the expression 
" New York common points?" 

A. I think that the technical definition of New York common 
points means the points which take the New York rate, that is, 100 
per cent of the New York rate. 
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1382 Q. Do you know what territory that embraces? 

A. No, I could not tell you just exactly, but it is quite a large 
territory, 

Q. It embraces all New England, doesn't it ? 

A. I think in some respects; on some things it does not embrace 
all New England. I think for instance the grain rate to New York is 
lower than it is to Boston. 

Q. I am speaking of westbound business now. 

A. I could not tell you about that ; I don't know. 

Q. You don't know ? 

A. No. 

Q. Well, I can prove that by somebody else. 

A. Some of the men who understand the details better than I, could 
tell you about that. 

Cross-examination by Mr. Lovett : 

Q. Mr. Morton, when did your connection with the Atchison com- 
mence ? 
' A. The first of January, 1896. 

Q. What position did you first hold with the Company ? 

A. Vice-president in charge of traffic. 

Q. What was the western terminus of the Atchison at that time? 

A. San Diego. 

Q. When did it get the line to Mojave? 

A. I think it was in 1897, '98 or '99 ; I can't remember just which 
year it was ; but it was the latter part, I think, of 1898. 

Q. And there it interchanged business with the Southern Pacific? 

A. Well, we interchanged business with the Southern Pacific be- 
fore that. 

Q. Where? 

A. At Mojave. And when we bought the San Francisco 

1383 & San Joaquin Valley Kailroad we made a trackage arrange- 
ment to run from Mojave to Bakersfield, and used that track 

as a sort of a bridge on which to reach our line. 

Q. That is, the track between Mojave and Bakersfield? 

A. Yes. 

Q. When did you acquire the line to San Francisco, that is, the 
San Francisco & San Joaquin Valley Eailroad? 

A. As I remember, it was about 1898. 

Q. Where did the railroad of the San Francisco & San Joaquin 
Valley Railroad lie when you acquired it, between what points ? 

A. It was finished from Stockton to Bakersfield, and we completed 
it from Stockton into Point Richmond, which is on San Francisco 
Bay, opposite San Francisco. 

Q. Wben was that line to Point Richmond opened for transporta- 
tion? 

A. Soon afterward. I think we opened about the first of May, 
1899 ; but that is my recollection, and I cannot tell you exactly. 
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Q. Prior to tha^t time you had no method of doing business to San 
Francisco except in connection with the Southern Pacific, had you? 

A. That is the only way we did business there. 

Q. What line was the Southern Pacific operating when your con- 
nection with the Atchison commenced ? 

A. It was the Southern Pacific. 

Q. I say what line was the Southern Pacific operating at that time? 

A, What line did it operate ? 

Q. What lines, yes. 

A. It operated the Central Pacific as far east as Ogden, and the 
Southern Pacific, or Sunset Route, as they call it, as far east as New 
Orleans. 

1384 Q. And the boat-line from New Orleans to New York? 
A. And the Morgan Line of steamers. 

Q. Was there any other line operating? 

A. Yes, they had a line to Portland. 

Q. Was there any company operating a line on the Pacific Coast 
at that time besides the Atchison and the Southern Pacific ? 

A. None. 

Q. Mr. Severance. Well, you don't mean on the Pacific Coast; you 
mean in California ? 

Witness. Yes, I mean in California. 

Q. I mean on the Pacific Coast south of Portland. 

A. No. There was no other, 

Q. As long as your connection with the Atchison continued, was 
there any other line operated to the Pacific Coast south of Portland 
except the lines operated by the Southern Pacific and the Atchison ? 

A. No other line that was engaged in through traffic. There were 
some small local lines there. 

Q. The only competition for traffic to the Pacific Coast south of 
Portland was between the Southern Pacific and the Atchison and 
their connections, wasn't it? 

A. Yes, that is right. 

Q. Didn't that same condition exist as long as you were with the 
Atchison ? 

A. Yes, sir. 

Q. Mr. Severance asked you about the transcontinental lines. 
What lines do you understand he meant by that? lines connecting 
with the Southern Pacific and Atchison, as well as those lines ? 

A. When he asked me what transcontinental lines there were, I 

supposed he meant such lines as I named — the Canadian Pacific, the 

Great Northern, the Northern Pacific, the Union Pacific, 

1385 the Southern Pacific and the Atchison. 

Q. In the competition between the Sunset Route of the South- 
em Pacific (and by that I meanthe route via New Orleans and El Paso) 
and the Union Pacific, that you testified about, do you not include 
among the lines engaging in that competition the Unas east ©f the 
Missouri Biver? 
A. Only as connections. 
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Q. Only as connections? 

A. Yes. They are all engaged in transcontinental traffic. 

Q. In answer to questions by Mr. Severance you stated, in sub- 
stance, that the traffic in competition between the Union Pacific and 
the Southern Pacific was large. Didn't you mean the competition 
between the lines formed by the Union Pacific from Omaha to Ogden, 
and the Southern Pacific from Ogden to San Francisco and other 
California points? 

A. I said the traffic competed for was large. I do not think I said 
the competition was large. 

Q. No ; I understood you to say the competition. 

A. I said the competition was chiefly east of Ogden and El Paso, 
and it was much more intense between the comiections of .the South- 
ern Pacific than it was with the Southern Pacific, so far as my ex- 
perience was concerned — ^the Atchison's experience. 

Q. It is true, is it not, Mr. Morton, that the Union Pacific extends 
only from Omaha to Ogden? 

A. Omaha to Ogden. 

Q, What is that distance, approximately? 

A. 1,032 miles, as I remember it. 

Q. And the Central Pacific, to which you referred, is the line ex- 
tending from Ogden to San Francisco ? 

A. To California. 
. 1386 Q. The various branches. And abouit what is the distance 
from Ogden to San Francisco? 

A. Something over 800 miles. 

Q. The Central Pacific, to which you referred by that name, was 
operated by the Southern Pacific Company during the whole time? 

A. Yes. 

Q. Isn't it true, Mr. Morton, that it would be impossible for the 
Union Pacific to compete for any California business except in con- 
nection with the Southern Pacific from Ogden to San Francisco, 
leaving out of consideration for a moment any possible line by way 
of Portland? 

A. I think it would be impossible for thea to do s© with any 
success. 

Q. Well, the competition that the Atchison had to meet, outside 
of the competition of the Sunset Line by way of New Orleans, was 
the competition of the all-rail line, was it not ? 

A. Yes, sir. 

Q. Of which the Southern Pacific line from Ogden to San Fran- 
cisco was part ? That is true, is it not ? 

A. That is right, 

Q. No rate could be made lawful by any line, exoept the Atchiscm, 
to San Francisco, without the consent of the Southern Pacific Com- 
pany ? 

Mr. Sevskancb. You mean all-pail rates? 

Mr. LovETT. I mean rail rates. 
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A. No ; the rates actually were in the hands of the Southern Pacific 
Kailroad. 

Q. It always controlled the rates to California except as against 
the Atchison, did it not, Mr. Morton ? 

A. Yes, sir. 

Q. And that was because it owned the line from Ogden or 

1387 operated the line from Ogden to California points, and the 
Sunset Route being the only line outside of the Atchison ? 

A. They controlled the situation. They had the matter in their 
own hands. 

Q. Isn't it true, Mr. Morton, with respect to business to and from 
the Pacific Coast and the Orient, the Union Pacific was absolutely 
without any rate-making power unless it be by way of Portland? 

A. Yes, sir. 

Q. It is merely a link of about a thousand miles in the all-raH 
line, is it not ? 

A. That is right. 

Q. Isn't it true, Mr. Morton, that the competition about which you 
testified, in answer to a question by Mr. Severance, was competition 
between the Sunset Route of the Southern Pacific (that is, by way of 
New Orleans and El Paso), and the all-rail lines extending from 
the Atlantic seaboard and the Middle West to San Francisco, of 
which the Southern Pacific was a part by reason of its control of the 
line from Ogden to San Francisco? 

A. Well, the competition, I have always considered, was east of 
El Paso and Ogden, and, you might say, Albuquerque on the Atchi- 
son. We always tried to maintain certain well-defined arbitraries 
west of there, and it was connections of the Southern Pacific at 
those points that competed with us. 

Q. Isn't this the situation so far as the Southern Pacific was con- 
cerned : that it operated one line from California to the East by way 
of El Paso and New Orleans and the Morgan Steamship Line to 
New York, commonly known as the Sunset Route, and that it also 
operated another line at the same time from San Francisco and 

1388 other California points to Ogden, Utah, where it connected 
with certain lines extending thence eastwardly, and if there 

was any competition it was between those two routes (I mean leaving 
out of view the Atchison) ; that is, the Sunset Route and the route 
made by the Southern Pacific to Ogden, and thence the lines east- 
wardly: that is true, isn't it? 

A. I think it is. 

Q. So that there never was a time, so long as you were connected 
with the Atchison, when a railroad rate could be made to or from 
California by the Union Pacific or any other railroad company, 
except the Atchison, without the consent of the Southern Pacific? 

A. That is right. Any other published rate. 

Q. That is what I mean — an open, lawful rate. That the con- 
currence of the Southern Pacific 

A. Was essential. 
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Q. ^was essential in any lawful rate that was made during 

that whole time, except by the Atchison ? 

A. Yes, sir. 

Q. When the Burlington took traffic through Denver, as you 
testified in answer to questions by Mr. Severance, and turned that 
traffic over to the Denver & Eio Grande, the latter could not get to 
the Pacific Coast except by delivering it to the Southern Pacific at 
Ogden ? That is true, isn't it ? 

A. That is true. 

Q. So, with the Missouri Pacific or any other line? 

A. That is true. 

Q. And the traffic which you said was large in volume and was 

competed for by the Southern Pacific and the Union Pacific was the 

traffic that would move by way of Ogden and over the line of 

1389 which the Southern Pacific was a part, on the one hand, and 
the Sunset Eoute of the Southern Pacific on the other? 

A. That is true. 

Q. And the concurrence of the Southern Pacific in the rates on 
which that traffic would move, at a lawful rate, was necessary ? 

A. Absolutely. 

Q. Do you know to what extent the Union Pacific and the Oregon 
Short Line and the Oregon Eailroad & Navigation Company at- 
tempted to carry business from the East to San Francisco by way 
of Portland? 

A. I don't think they ever made very much of an attempt to do it. 

Q. Isn't it true, Mr. Morton, that you, as vice-president in charge 
of traffic on the Atchison, never regarded that as a practical route? 

A. It never bothered us any on the Atchison. 

Q. If they should get traffic to San Francisco that way, they could 
not get it into the interior of California either by using the Southern 
Pacific or Atchison, could they? 

A. That is true. 

Q. That never was a serious factor in the rate situation to the 
Pacific Coast ? 

A. It never was an important factor. < 

Q. During what period was it that the Canadian Pacific attempted 
to move traffic to San Francisco by its rail lines to the Pacific coast 
and by boats^ to which you referred ? 

A. That was in the latter part of the last century — ^in the later 
90's. 

Mr. MiLBUEN. That was a long time ago. 

Mr. Severance. In Kevolutionary times. 

Q. Isn't it true, Mr. Morton, or didn't you understand that 

1390 the Canadian Pacific by that manoeuvre was trying to force 
recognition of its position as a differential line? 

A. It was. 

Q. And I suppose that it would be possible for any line to move 
traffic under a sufficient differential ? 
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A. Well, they thought it was very necessary that they should have 
a diflFerential, and it created a good deal of confusion and agitation, 
and resulted in an agreement on my part to arbitrate as to whether 
there should be a differential or not, and, if so, what the differential 
should be. 

Q. Was there an arbitration ? 

A. There was an arbitration. 

Q. And what was the result of it? 

A. The arbitrators decided that there should be no differential, 
which resulted in the Canadian Pacific going substantially out of 
the business. 

Q. When the differential was refused, then they withdrew? 

A. They practically withdrew. They still do a little business now 
and then, but nothing to speak of. I think their chief business is 
confined to hauling ammunition for the United States Government 
and supplies for the navy-yard. 

Q. What is your opinion? Do you think the business resulting 
to the Canadian Pacific by that effort was profitable to them or 
otherwise ? 

A. I do not think there was any profit in it. 

Q. Mr. Severance asked you whether the rates via these various 
routes, that is, the all-rail routes, and the Southern Pacific were the 
same? 

A. I said the published rates were the same, and generally on the 
same tariff. 

Q. Isn't it absolutely necessary, Mr. Morton, if the rate is lawful, 
that generally the rates should be the same by all practical routes? 

A. They generally are the same. 
1391 Q. That is the general rule, isn't it? 

A. iNo rates were ever published to the Pacific Coast without 
first receiving the sanction of the Southern Pacific and the Atchison 
since the Atchison has been a through line. They are generally 
regarded as the rate-making power so far as that territory is con- 
cerned. 

Q. Do you understand that that is so to-day ? 

A. I understand that that is so today, yes, sir. 

Q. Has there been any change in that situation out there since 
1901, as far as you know, with reference to the way the business is 
handled ? 

A. I don't know of any. When I say that the Atchison and the 
Southern Pacific are always regarded as the rate-making power so 
far as California rates are concerned, of course I take into considera- 
tion the fact that the rates to the Pacific Coast are generally the same 
and that the rates made by the northern routes, the northern trans- 
continental lines, the Canadian Pacific, the Great Northern, the 
Northern Pacific and the Oregon Eailroad & Navigation Company, 
are taken into consideration of course. 
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Q. What was the result of the effort of the Northern Pacific to 
engage in the California business that I think you referred to in 
answer to questions by Mr. Severance ? 

A. It was an effort that I knew very little about, and it never 
amounted to very much. 

Q. It never was a serious factor? 

A. Never. 

Q. The lines east of the Missouri River were soliciting busi- 
ness, transcontinental business, during your connection 

1392 with the Atchison? 

A. Yes, sir. 

Q. Both in the eastern territory and on the Pacific Coast ? 

A. Yes, sir. 

Q. And the Union Pacific, the Denver & Rio Grande, the Burling- 
ton, and even the trunk lines between Chicago and the Atlantic sea- 
board were soliciting that business, weren't they ? 

A. Yes, sir, all the lines between Chicago and the Missouri River, 
the Wabash, the Missouri Pacific, the Rock Island, the Illinois Cen- 
tral, the North- Western, the St. Paul ; they were the connections. 

Q. They were the connections that you said you always found the 
most difficult factor ? 

A. Yes, sir. 

Q< Now, suppose in traffic meetings or in controversies over divi- 
sions of through rates the Southern Pacific and Union Pacific were 
represented by separate persons. They might be connecting lines 
and still have differences among themselves as to the division, might 
they not ? 

A. They might have. 

Q. And it does not necessarily follow when there are such differ- 
ences that they are competing lines, does it? 

A. Not necessarily. 

Q. It means that they are connecting lines ? 

A. It might mean either. 

Q. These divisions about which you testified, were by agreement 
of the various lines engaging in the traffic, were they not ? 

A. Yes, sir. 

Q. Division of the through rate. ■ . 

A. Divisions are always reached by agreement. It is a matter of 
negotiation. 

Q. And where lines interchange business, even connecting 

1393 lines, there must be such divisions and sometimes differences 
with respect to the amount that each shall receive ? 

A. Yes, sir. 

Q. With reference to the business to points in Colorado, about 
which you testified that some of it was handled by way of New 
Orleans, the Southern Pacific to New Orleans and the rail lines out, 
if that business moved to New Orleans it would go to Colorado, then 
via what lines ? 
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A. I assumed that it might have gone via Southern Pacific out as 
far as Houston, some line there; but I do not think there was much 
of it moved that way. I think it went Texas-Pacific, although that 
business has all been transferred now to Galveston. I don't think 
much of it goes from New Orleans. 

Q. Was the Texas & Pacific the short line to Colorado points ? 

A. Yes, shorter than the Southern Pacific, I think. 

Q. Do you remember when the Southern Pacific steamships first 
went to Galveston, that is, the Morgan line ? 

A. It was while I was with the Atchison road; along about 1900, 
I think. 

Q. Wasn't it after 1901? 

A. I couldn't tell you. 

Q. If this Colorado business was carried to New Orleans, then the 
natural line for it to move over would be the Texas & Pacific to Fort 
Worth, and thence up the Fort Worth & Denver to Colorado points, 
or it might be turned over by the Texas & Pacific to some other line? 
A. Yes, I think the M. K. & T. handled some of it. I know 
1394 the Eock Island handled some of it. I know they were all 
factors in the settlement of the matter. 

Q. And if it was carried by the Southern Pacific line or the 
Southern Pacific system 

A. I don't think the Southern Pacific ever had much to do with it. 

Q. Now, moving from Galveston, if it moved through that way, 
it could be handled either by the Gulf, Colorado & Santa Fe from 
Galveston or the Missouri, Kansas & Texas or the International 
Great Northern and their connections, or the Houston & Texas Cen- 
tral controlled by the Southern Pacific Company ? 

A. Yes, sir, by the Mallory or Morgan line of steamers from here 
to Galveston, and thence by four or five different roads. 

Q. The* Southern Pacific Company has never controlled any line 
into Colorado, as far as you know, has it? 

A. Not that I know of. 

Q. Isn't it true that the line that it controls from the Gulf does 
not extend north of Denison, Texas, or Fort Worth, Texas? 

A. The Houston & Texas Central? 

Q. Yes. 

A. That is true. 

Q. And it could not reach Colorado points as a connecting line ? 

A. Yes. 

Q. It has no line of its own, then? 

A. It has no line of its own. 

Q. Now that business from New Orleans or Galveston to Colorado 
points might move very naturally to Kansas City, might it not, and 
then over the Union Pacific? 

A. For Colorado? 

Q. Yes. 

A. That would be taking it out of the way. 

Q. From New Orleans? 
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A. Well, not from New Orleans, no ; from Galveston. Yes, 

1395 it could move that way. It could move from New Orleans 
to Kansas City, and thence via the Union Pacific. 

Q. You don't know whether it moved that way or not ? 

A. I could not tell whether any moved that way or not. 

Q. The Missouri, Kansas & Texas could move it to connections 
with the Union Pacific at Kansas City, west of Kansas City, both 
places ? 

A. Yes, they could take it away west of Kansas City. The M. K. 
& T. has no line to Colorado. 

Q. No, but it connects with the Union at Kansas City and at 
Junction City, Kansas. 

A. At Junction City, Kansas, yes. 

Q. And there are other lines by which that could move to Kansas 
City and be interchanged with the Union Pacific there ? 

A. Yes, several. 

Q. Union Pacific Railroad Company owns no line and has never 
owned any line east of the Missouri River, has it, as far as you 
know? 

A. No. 

Q. Do you see any reason why, from a traffic standpoint, that this 
freight at Kansas City would not be as acceptable to it as at Ogden ? 

Mr. Severance. You do not mean Ogden; you mean Omaha, don't 
you? 

Mr. LovETT. I mean Omaha. I am speaking of the freight to Col- 
orado points. 

A. I think they received the same compensation for hauling it 
from Kansas City as from Omaha. 

Q. The Southern Pacific in carrying this Colorado business from 
the Atlantic seaboard to New Orleans might work it in connec- 

1396 tion with the Union Pacific by way of Kansas City and the 
lines between New Orleans and Galveston, might it not 

A. It might. 

Q. ^with equal results to the Union Pacific? 

A. It might. 

Redirect examination by Mr. Severance : 

Q. Mr. Morton, you spoke of the Atchison and the Southern Pa- 
cific having the rate-making power for transcontinental business by 
reason of being the only lines that reached California. Now, it is 
immaterial, isn't it, when it comes to a question of competition be- 
tween the Union Pacific or any of these other lines, and the Southern 
Pacific and the Atchison, what the rate is so long as the rate is the 
same over all lines? The full rate does not make any difference in 
the matter of competition when it is the same over all the lines, 
does it? 

A. No, except that there is no competition in rates, that is all; 

Q. Yes. 

A. The competition is in service and in other things. 
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Q. That is it. And if the rates are the same, they have only one 
thing by which the Southern Pacific could trouble the Union Pacific, 
and that would be in the matter of the division of the through rate, 
wouldn't it? 

A. I didn't quite get that, Mr. Severance. 

Q. Judge Lovett brought out that the Southern Pacific and the 

Santa Fe had to be consulted as to what the full through rate should 

be to California, because they are the lines that reached California. 

Now, it is immaterial to the Union Pacific in competing against the 

Sunset Route, we will say, what the rate is, so long as they 

1397 are the same over both lines, isn't it ? They are on equal terms 
for competition? 

A. Yes. 

Q. That is true? 

A. Yes, sir. 

Q. Now, if the Canadian Pacific was able to transport trafiic away 
up around through Canada to Vancouver, and then down to San 
Francisco, for an excessive period of several years, as you have stated, 
wouldn't it be possible for the Union Pacific to protect itself against 
a demand for a division on the part of the Southern Pacific by putting 
a boat-line on from Portland ? 

A. It would be possible to do it. It would be just a question of 
judgment as to what they would make and what they would lose 
by it. 

Q. Certainly. But they reach the coast at Portland, don't they? 
They reach tidewater at Portland? 

A, Yes, they reach tidewater. 

Q. And they could transport traffic from the east to Portland, 
and then down to San Francisco by boat, cheaper than the Canadian 
Pacific could take it up through Canada to Vancouver and down, 
couldn't they ? 

A. I should think so, yes, sir. 

Q. And they actually have done it ? 

(No answer.) 

Q. The Union Pacific have, haven't they, to some extent? 

A. I don't know about that. I know the Canadian Pacific did it. 

Q. And you say the question of whether they should have a dif- 
ferential was referred to arbitration ? 

A. Yes. 

Q. Who were the arbitrators? 

A. I think Mr. E. S. Washburn was one of them and J. W. Midg- 
ley was the other. I think they were to call in a third if they could" 
not agree, but they agreed. 

1398 Q. Do you know how long ago that was? 

A. That was ten years ago, I should say, pretty near. 

Q. That was in the " last century " too? 

A. That was in the last century too. I am not quite sure about 
that. I think there were three arbitrators, and Midgley disagreed 
with the others. 
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Mr. LovETT. Mr. Day. 

Witness. Yes, W. A. Day was one of the arbitrators. I had for- 
gotten that. 

Q. Did Mr. Stubbs make an eloquent argument on that ? 

A. Mr. Stubbs always makes an eloquent argument. 

Q. Now, Mr. Morton, you testified a moment ago, in answer to 
Judge Lovett, I believe, speaking of this Colorado common points 
business, that the Southern Pacific did not have much to do with it. 
You were referring in that connection to the Southern Pacific rail- 
line from New Orleans? You did not mean to exclude the boat-line? 

A. The Morgan Line of steamers had a good deal to do with it, 
but they had to take care of the Mallory Line, their competitors in 
the matter, — ^both steamship lines running to the Gulf of Mexico 
from here. 

Q. So that the Southern Pacific boat-line was a factor in the 
matter ? 

A. Yes, the Morgan Liiie of steamers was a factor. 

Q. Yes, the Morgan Line of steamers is what I mean. Now speak- 
ing of these trafiic meetings : do you remember years ago, before the 
Interstate Commerce law, when there was a pool on transcontinental 
business ? 

A. I have an indistinct recollection of something of that kind. 

Q. Were both the Union Pacific and the Southern Pacific 
1399 interested in that pool ? 
A. Yes. 

Q. And don't you remember competition in the meetings over 
the amount that should be allotted to each one in that pool, between 
those lines? 

A. There was always a general scramble, when there was a pool, 
to see who would get the most of it. 

Q. And the Union Pacific was scrambling on one side, and the 
Southern on the other? 

A. Yes, but as connections. 

Q. Yes ; not only as connections, but the Sunset Eoute participated 
in that pool, didn't it? 

A. It depended upon the kind of a pool it was. If it was a pool 
where they had to pay out money, each of them was trying to get 
out of their payment; and if it was where money was coming in, 
they were each trying to get the most of it. 

Q. That is right. Now the Northern Pacific, and the Union Pa- 
cific, with its line to Portland, and the Union Pacific to Ogden, 
and the Sunset Route were all parties to that and all scrambling 
for all they could get out of it; isn't that so? 

A. Yes, sir. 

Q. And that included all the competing lines? 

A. That is right. 

Q. Now, in the traffic meetings that have been held since the 
days when the pool went out of business existence, when questions 
of policy were up for consideration, or questions of rates, were not 
71535— VOL 2—09 ^21 
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the Union Pacific and the Sunset Route competing with each other 
oftentimes ? 

A. Frequently. 

Q. Very frequently? 

A. Frequently, yes. 

Q. And through their soliciting and commercial agencies, the 
Sunset Eoute, on the one hand, and the Union Pacific, on 

1400 the other, were actively competing with each other, were they 
not, prior to 1901? 

A. I think they were. I think they are now, here. 

Q. You think they are now, here in New York? 

A. Yes. 

Q. And at Chicago, you say, the agency was consolidated? 

A. I understand so. 

Q. And competition ceased, didn't it? 

A. Sir? 

Q. And the competition ceased between those lines except as their 
connections 

A. Well, there never was much competition at Chicago, that I 
know of. 

Q. It was mostly east of Chicago ? 

A. It was down here, mostly. 

Q. And Pittsburg district? 

A. And Pittsburg district, to some extent. 

Q. And also through Indiana and the Cincinnati territory? 

A. Through what they call the Central States territory there was 
competition. 

Q. There was competition? 

A. Yes. 

Q. Between the Union and the Southern Pacific and all the lines? 

A. Well, it was, as I said before, largely the connections of the 
Union and Southern Pacific. The Southern Pacific from New Or- 
leans was anxious for the business, and so were the connections of 
the Union Pacific east of Ogden. 

Q. Well, wasn't the Union Pacific anxious for the business from 
Omaha to Ogden ? 

A. Yes, sir. 

Q. And didn't it have its agents in the field trying to get it? 

A, They did. 

Q. And used every means they could to get it? 
A. That is right. 

1401 Q. As against the Sunset Eoute by New Orleans? 
A. As against everybody else. 

Q. Including the Sunset Route by New Orleans ? 
A. Including the Sunset Route. 

Q. Now, rates have been changed from time to time on transconti- 
nental business, haven't they? 
A. Yes, sir. 
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Q. They bave been raised at times and lowered at times? 

A. Yes, sir. 

Q. Was that ever done without the consent of the Union Pacific, 
or its assent, or consultation with them ? 

A. I think so. 

Q. Without their consent? 

A. I think so. 

Q. By whom? 

A. The Southern Pacific and Atchison. 

Q. The Southern Pacific and Atchison? 

A. Yes. 

Q. Without the consent of the Union Pacific? 

A. I think so. 

Q. Do you remember any instances of that kind ? 

A. I do not think that the Union Pacific was much of a factor 
in making rates to and from San Francisco or California. 

Q. Making the full through rate ? 

A. No. I think they were entirely, as were all the other connections 
of the Southern Pacific, dominated by the wishes of that corporation. 

Q. As to what the through rate should be? 

A. Yes, as to what the through rate should be. The Southern 
Pacific oflScials were on the ground. They were in intimate, close 
relationship to the receivers and shippers of goods, and they had a 
bigger interest in California than anybody else, and naturally the 
other railroads bowed to and favored them in regard to what should 

be done out there. 
1402 Q. That is eastbound business you speak of, isn't it? 
A. That is as to both. 

Q. That is, the consignees? 

A. The receivers and the shippers. 

Q. They were in touch with the consignees? 

A. Yes, sir. 

Q. Now, you have stated, I believe, on your direct examination, 
so far as the divisions are concerned, that they have remained sub- 
stantially the same for thirty years? 

A. I think they have. There may have been some few modifica- 
tions, but substantially they are the old divisions put in at the time 
the Union Pacific and the Southern Pacific were completed. 

Q. Were what? 

A. Were completed. That is away back. 

Q. They have been substantially the same since then? 

A. Substantially. 

Q. Do you remember of any transcontinental traffic meetings at 
which the Union Pacific was not represented ? 

A. Where the Union Pacific was not represented ? 

Q. Yes. 

A. Well, I know of rates that have been made on transcontinental 
traffic where the Union Pacific 
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Q. Well, you have made rates yourself, haven't you, without con- 
sulting anybody? 

A. No, never. 

Q. Never did? 

A. No; we always conferred. 

Q. Do you remember any transcontinental meeting in which they 
were not represented, or accounted for in some way if they could 
not be there? 

A. We have never published rates that have not been by agreement 
of all other railroads or by understanding after discussion. 

1403 I do not mean to say that rates have not been privately or 
secretly made at times without the knowledge of other rail- 
roads, because they have been. 

Q. And that was a method of securing business in the old days? 

A. That was participated in by all the railroads doing business. 

Q. Yes. And that was done by railroads even where they had con- 
nections, where they would give up a part of their own division, part 
df the full rate? 

A. Yes, and that was done by connections, without expecting the 
roads controlling the situation to give up anything. 

Q. And in that kind of competition it was possible for the Sunset 
Route to compete against the Union Pacific without the Southern 
Pacific figuring with the Union? 

A. Well, the Sunset Route occupied the same relations to all of the 
connections of the Ogden Line, the Central Pacific Line, that the 
Atchison did to the lines running west from Chicago. They had a 
line of their own through to New York. The Atchison had a line 
of its own through to Chicago, and with perfect good faith on the 
part of the Southern Pacific the connections east of Ogden might 
vary the rates, and the connections east of Ogden, including the con- 
nections east of Chicago, might vary the rates so far as the Sunset 
Line was concerned. To some extent it was a disadvantage to have 
a through line and not have wicked partners. 

Q. Yes, that is right. And the Union Pacific could vary its pro- 
portion of the through rate in order to get the business? That is 
what I mean. 

A. I mean not particularly the Union Pacific. I mean all of 
them. 

1404 Q. Not particularly, but that is one of them that could. 
A. I mean all of them could. 

Q. Well, the Union could do it? 

A. They could. They might have done it. 

Mr. Kellogg. It was an important factor in the competition. 

Witness. That competition was illegitimate; not 

Mr. Kellogg. I mean since. 

Mr. LovETT. Let him answer the question. 

Witness. That competition was really contrary to law. 

Q. That was in the old days? 
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A. That was in the old days when they were all doing something 
to get business in a manner which was not permitted by legal methods. 

Kecross-examination by Mr. Lovett: 

Q. Isn't it true, Mr. Morton, that the competition which you have 
just mentioned, that is, what the Union Pacific or these eastern lines 
might do without the consent of the Southern Pacific, would be in 
violation of the law? 

A. Yes, sir. 

Mr. Ejellogg. He is referring to cutting rates; that is what you 
mean — rate-cutting ? 

Witness. Yes. 

Q. As I understood, you testified — and correctly, as I understood — 
that no rate could be made to or from the territory east of the Mis- 
souri River or east of Ogden to California, except by the Atchison, 
without the consent of the Southern Pacific. I mean no lawful rate 
could be made. 

A. That is right. 

Q. And, consequently, any departure from that rate by way of 

rebate, or otherwise, by any of the connections of the Southern 

1405 Pacific without the consent of the Southern Pacific, would 

be in violation of the published rates, in violation of law, 

wouldn't it? 

A. That is true. 

Q. The scramble between the Union Pacific and other rail lines 
for the business about which you testified, except that which went to 
the Atchison, was all grist for the mill of the Southern Pacific at 
last, wasn't it? 

A. Yes, it all helped the Southern Pacific. 

Q. And that was the competition between its connections ? 

A. Yes, sir. 

Q. For the business east of Ogden? 

A. Yes, sir. 

Q. Now, in those pooling arrangements to which Mr. Severance 
referred, there was, I suppose, a division of the traffic or of the 
revenue of the pool, and the contention between the different parties 
was as to the share that each should have in the total revenue, and 
that contention might arise between connecting as well as competing 
lines, might it not? » 

A. Yes, sir. 

Q. Then, the Southern Pacific, owning its own line from New York 
by way of New Orleans and El Paso to California points, and only 
a portion of the all-rail line, would naturally favor, under ordinary 
conditions, the route by which it could get the entire revenue, would 
it not, as against the route where it would get only a portion ? 

A. Naturally. 

Q. Any contention that the Union Pacific might have made in the 
traffic associations for a share of that traffic as against the Southern 
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Pacific would not be as against the Sunset Route, but in con- 

1406 nection with the route from Ogden to San Francisco, which 
was its only outlet to the Pacific ; is that true ? 

A. That is true. 

Q. Mr. Severance asked you as to the value of the route by way of 
Portland and the boat line down to San Francisco, by the Union 
Pacific, as a club or a means of forcing a larger division with the 
Southern Pacific. Now, Mr. Morton, if the Union Pacific had at 
any time attempted or should at any time attempt to use that sort of 
a club, or that as a measure against the Southern Pacific, to increase 
its share of the division on traffic interchanged at Ogden, don't you 
think that the opportunity for the Southern Pacific to retaliate by 
diverting its traffic to other lines as against the Union Pacific, would 
be a very much greater club or measure against the Union Pacific 
than the Union Pacific would have against it ? 

A. I think so, yes, sir. 

Q. Don't you think as a traffic manager that it would be a suicidal 
proposition for the Union Pacific to attempt to use that as against 
the Southern Pacific in that way? 

A. I think the Union Pacific thought so. The Atchison could have 
formed a line to San Francisco by San Diego and water if they 
wanted to, but they never saw fit to do it. That was before they had 
a line into San Francisco. They did not think there was anything 
in it. 

Q. The vast volume of traffic of the Union Pacific to or from the 
Pacific Coast always has been and must necessarily be interchanged 
with the Southern Pacific at Ogden rather than by way of Portland; 
isn't that true. 

A. Yes, that is true. A very large proportion of the east- 

1407 bound business in California consists of the products of the 
state, say oranges. They could not be sent that way. 

Q. Now, the Union Pacific has no other way of getting to the 
Pacific Coast except by way of Portland, whereas the Southern 
Pacific had many ways by which it could move its traffic to or from 
the Pacific Coast without using the Union Pacific? That is true, 
isn't it? 

A. That is true. 

Q. You were asked something by Mr. Severance with reference to 
competition in way of service. How does the service afforded by the 
line of the Union Pacific and the Southern Pacific from the Missouri 
River, that is, from Council Bluffs and Omaha by way of Ogden to 
the Pacific Coast, compare with what it was before the Union Pacific 
purchased the stock of the Southern Pacific, in 1901 ? Hasn't it been 
vastly improved? 

A. The service by El Paso, you mean ? 

Q. No, I mean the service afforded by the line made up by the 
Union Pacific from Council Bluffs to Ogden. 

A. I think it is better than it ever was. I think the service also 
on account of the Rock Island by El Paso is better than it ever was. 
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Q. The service in these lines has been very much improved since 
1901, hasn't it? 

A. Very much. 

Mr. Severance. The Santa Fe has too, hasn't it? 

Witness. The Santa Fe has too. 

Mr. Kellogg. All the lines have, haven't they ? 

Witness. Well, not all of them, but those two lines particularly 
have been. 

Mr. Kellogg. The Southern Pacific have been, haven't they? 

1408 Witness. The Southern Pacific have been, yes. I was 
speaking of the Union Pacific and the Central Pacific and the 

Southern Pacific also. 

Mr. Kellogg. Hasn't the Northern 

Mr. Lovett. I beg your pardon, Mr. Kellogg, but I had not fin- 
ished. 

Q. The point I am trying to make is, that since 1901, the spring 
of 1901, when the Union Pacific acquired a large interest in the 
stock of the Southern Pacific, that the transportation line made up 
of the line of the Union Pacific in connection with the line of the 
Southern Pacific from Ogden to the Pacific Coast has been very much 
improved ? 

A. They have. 

Q. Large expenditures have been made on those lines? 

A. Yes. 

By Mr. Severance: 

Q. Just one question about this matter of service. Haven't the 
rates to the Pacific Coast been much affected by the clipper ships 
around the Horn, around through the Straits of Magellan ? 

A. At times. 

Q. And also by the Panama route? 

A. The rates have been more or less affected, yes. 

Q. And the Tehuantepec route ? ' 

A. Well, that has been since my railroad experience. 

Q. So that there are a great many factors outside of the wishes of 
the Santa Fe and the Southern Pacific that figure in the making of 
a rate to the Coast? 

A, When I testified in regard to the rate-making, I referred only 
to overland railroads. One reason that the matter was left to 

1409 the Atchison and the Southern Pacific officials who were on the 
ground was that they kept in touch with all the competition 

from everywhere and knew what was going on out there. 

Q. Now, the matter of service has been touched on here. If the 
Union Pacific was entirely disconnected from the Southern Pacific 
in ownership, it would have absolute control over the quickness of 
its service from Ogden to Omaha, wouldn't it, the" same as any other 
line of railroad ? 

A. Yes. 
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Q. Over a thousand miles of that distance it is in competition with 
all other lines in the way of service ? 

A. Yes, sir. It might not have the same interest in improving its 
line if it did not have that connection, of the business that came and 
went to that connection. 

Q. Well, it always had that connection. 

A. It always had that connection. 

Q. Judge Lovett asked you if it would not be a suicidal matter 
for the Union Pacific to endeavor to work business by way of Port- 
land. It would likewise be a suicidal matter for the Southern 
Pacific to make such extreme demands in the way of divisions as to 
force traiSc in other directions, wouldn't it? 

A. I think their interests are mutual, are identical. 

Q. So if they made such extreme demands for the haul between 
Ogden and San Francisco that it left little revenue for the Union 
Pacific and the other lines to the East, it would have the effect of 
throwing business to the Santa Fe and other lines, wouldn't it? 

A, I think it would. 

Q. Consequently that might be suicidal for the Southern 

1410 Pacific. They might assassinate their Ogden route? 

A. That is true. 

Mr. Lovett: 

Q. You do not understand that the public is interested in the 
matter of the division of rates between railroads, do you, Mr. Morton? 

A. No, I do not think the public knows anything about it. 

Q. Nor cares anything about it? 

A. Unless they, happen to be stockholders and are not getting the 
dividends they should. 

Q. I mean the shippers are not interested in that question. 

A. No. 

(An adjournment was here taken until the morning of Wednesday, 
January 6, 1909, at 10.30 o'clock.) 

1411 Room 508, Custom House, New York City, 

Wednesday, January 6, 1909 — 10.30 a. m. 

The hearing was resumed before the Special Examiner, Hon. Syl- 
vester G. Williams, at the above time and place. 

Present on behalf of the complainant, Mr. Frank B. Kellogg, Mr. 
C. A. Severance, and Mr. G. E. Husted. On behalf of certain de- 
fendants, Mr. Lovett, Mr. Spooner, and Mr. Kelly. 

EDWIN HAWLEY, 
being duly sworn' on behalf of the complainant, testified as follows: 

Direct examination by Mr. Severance : 
Q. Mr. Hawley, where do you live? 
A. I live in New York. 
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Q. How long have you lived in New York ? 
A. About 42 years. 
Q. What is your business ? 
A. I am in the railroad business. 
Q. How long have you been in the railroad business ? 
A. For the same length of time that I have lived in New York. 
Q. With what companies have you been connected ? 
A. Do you want me to name the companies ? 

Q. If you please, and the capacities in which you were employed 
or engaged. 

A. I was connected with the Chicago, Eock Island & Pacific, 

1412 the Erie Railroad, the Ohio & Mississippi Eailway, the Chi- 
cago, Milwaukee & St. Paul, the Chicago & North- Western, the 

Chicago, Burlington & Quincy, and the Southern Pacific. 

Q. And at present and in recent years you have been connected 
with other lines, haven't you ? 

A. I am president of the Iowa Central and the Minneapolis & St. 
Louis. 

Q. At the present time? 

A. Yes, sir. 

Q. When did you become connected with the Southern Pacific ? 

A, February, 1883. 

Q. And immediately prior to that time what railroad business had 
you been engaged in ? 

A. I was known as the pool agent of the Milwaukee & St. Paul and 
the Rock Island and the Northwestern and the Burlington. The 
California Fast Freight Line was the trade mark. 

Q. And over what rails did the business of the California Fast 
Freight Line pass ? 

A. From what points ? 

Q. Well, take it from New York. It went over any of the trunk 
lines, did it ? 

A. Over any of the trunk lines in connection with those lines I 
have just mentioned. 

Q. That is, the trunk line from here to Chicago and the trunk lines 
you have mentioned from Chicago ? 

A. From Chicago to Council Bluffs and thence by the Union and 
Central Pacific. 

Q. Now, you say you went with the Southern Pacific in 1883. 

A. Yes, sir. 

Q. In what capacity? 

A. As general eastern agent. 

Q. And how long did you continue with the Southern Pacific 

1413 in that capacity? 

A. I was with them until February, 1902. 
Q. From 1883 to 1902, about 19 years? 
A. 19 years, yes. 

Q. What were your duties as general eastern agent, Mr. Hawley? 
A. I had charge of the traffic, both freight and passenger. 
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Q. Over what district or territory ? 

A. East of the Mississippi River. 

Q. Clear through to the Atlantic seaboard? 

A. Yes, sir. 

Q. When was the Morgan Line of steamers established? 

A. Shortly after I became connected with the company, as soon 
as Mr. Huntington acquired that property. 

Q. And that was from the first, after Mr. Huntington acquired it, 
run in connection with the Southern Pacific Sunset Eoute? 

A. Yes, sir. 

Q. Did you have jurisdiction over the Morgan line boats as well 
as the railroad? 

A. Yes, sir. 

Q. I mean the traffic department. 

A. Yes, sir. 

Q. What lines of transcontinental railroads were there, say, in the 
year 1900, or up to the purchase of the Southern Pacific stcJck by the 
Union, which you recall, in the spring of 1901 — what transcontinental 
lines were there competing for the through business to the Coast? 

A. What do you term transcontinental lines? 

Q. West of the Missouri River lines. 

A. The Union, the Atchison, the Texas & Pacific and the Southern 
Pacific. 

Q. And the northern lines? 

A. The Northern Pacific and the Great Northern. 

Q. And the Canadian Pacific? 

A. And the Canadian Pacific, yes, sir. 
1414 Q. Now, as to business originating in New York and New 
York common points, when you were general eastern agent of 
the Southern Pacific, how did you endeavor to move that business to 
the Coast? 

A. Via New Orleans. 

Q. And what districts, as near as you can recollect, were included 
in New York common points? 

A. Took in all of the territory east of Buffalo and Pittsburg. 

Q. And as to business originating at Pittsburg or Cincinnati and 
in that territory, how did you endeavor to work that business to the 
coast? 

A. Via New Orleans in connection with all-rail lines. 

Q. Did the Union Pacific maintain eastern agencies at that time? 

A. Yes, sir. * 

Q. And were those agencies working in competition with you? 

A. Naturally. 

Q. Was that the same with the Santa Fe and the other lines ? 

A. Just the same. 

Q. Did this competition for transcontinental business between the 
Union Pacific and the Southern Pacific extend as far north as Port- 
land at times? 
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A. Well, yes; to a much lesser degree, however, than the Cali- 
fornia common points. 

Q. By competition between the Southern Pacific and the Union 
I mean the Sunset Route of the Southern Pacific. 

A. Yes. 

Q. What classes of traffic did the Southern Pacific Sunset Eoute 
handle between here and Portland and other Oregon points? 

A. Dry goods particularly ; high-class freight. 

Q. Was that in considerable quantities at times? 
A. Not great, no. 
1416 Q. Not great as compared with San Francisco? 
A. Oh, no. 

Q. I suppose you have no statistics to show how much of that 
traffic there was? 

A. None in my possession. 

Q. How is that? 

A. There is none in my possession. 

Q. What about east-bound traffic from that region? 

A. That was taken care of by the San Francisco end of it — the 
Southern Pacific. 

Q. What was the nature of the traffic that moved to New York 
and common points from Portland and common points? 

A. Well, hops, I think, more particularly from that section. 

Q. And they came both ways, didn't they, by the Union Pacific 
and by the Southern Pacific? 

A. Oh, yes. 

Q. How were the rates as between the all-rail lines and the 
Morgan line and Sunset Route, to the Coast? 

A. They were upon an equality. 

Q. Was that so as to all commodities, or were there some ex- 
ceptions to that? 

A. Oh, there may have been exceptions, periodically, on certain 
commodities. 

Q. The class rates were the same, were they not? 

A. Yes, sir. 

Q. Mr. Hawley, do you recall anything about a time when the 
Canadian Pacific had any diflFerential and handled business for 
California ? 

A. Yes, they did to some extent. 

Q. You remember that fact, do you? 

A. Yes. 

Q. Do you remember how it was wound up by arbitration? 

A. Yes, there was an arbitration. 

Q. Did you know at the time what the differential was? 
A. I did at the time, but I don't recall it now. 
1416 Q. Now, Mr. Hawley, at the time that you were agent 
for the Southern Pacific here at New York, were you working 
business into Colorado common points and Utah common points? 
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A. Yes, sir. 

Q. And how did that traffic move? 

A. Via the New Orleans gateway, the Morgan line. 

Q. And from thence to Colorado by what route? 

A. The Houston & Texas Central and the Colorado Southern 
and at stated periods in connection with the Rock Island. 

Q. The Houston & Texas Central delivered to whom? 

A. The Southern Pacific. 

Q. How far did that run? 

A. From Houston to Fort Worth. 

Q. How did you reach Houston from New Orleans? 

A. Over the Morgan's Louisiana and Texas Railroad and Steam- 
ship lines. 

Q. Was that also a Southern Pacific line? 

A. Yes, sir. 

Q. Therefore, in competing for Colorado business and Utah busi- 
ness you used the Morgan line to New Orleans, and later to Galves- 
ton? 

A. Well, to Algiers, which is opposite New Orleans. 

Q. Then the Morgan's Louisiana and Texas line and the Houston 
& Texas Central? 

A. Yes, sir. 

Q. Both Southern Pacific lines as far as Fort Worth? 

A. Yes. 

Q. And then to Colorado and Utah by the lines leading to the 
Northwest? 

A. Yes. 

Q. What were Colorado common points? What did they include? 

A. I can't enumerate them now, but Denver is of course the princi- 
pal distributing point. 

Q. Did Utah common points take the same rates as Colo- 
Ill? rado common points? 
A. No. 

Q. That was separate? 

A. Yes. 

Q. Was all of Colorado upon an equality with Denver ? 

A. No, sir. 

Q. But you carried commodities into that region ? 

A. Yes. 

Q. How did your rates there compare with the all-rail rates from 
the East? 

A. They were lower. 

Q. As to that business into Colorado, were you competing with 
the Union Pacific? 

A. Certainly. 

Q. How is that? 

A. Surely. 

Q. And in reaching Colorado the Union Pacific did not use any 
portion of the Southern Pacific lines ? 
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A. Reaching Colorado? 

Q. Yes. They ran over their own rails? 

A. No; the Southern Pacific did not have any rails into Denver. 

Q. Now as to Utah business, Utah common points; were you in 
competition with the Union Pacific as to them? 

A. Yes. 

Q. And they did not use the Southern Pacific rails to reach Utah 
points ? 

A. Well, at times they used the Union Pacific under a division 
of the rates. 

Q. But I say the Union Pacific in reaching Utah common points 
did not have to use the Southern Pacific rails ? 

A. No. 

Q. Did any of your traffic into Utah common points, that was 
brought around through Texas, move to Utah by the Denver and Rio 
Grande and the Rio Grande Western ? 

A. Oh, yes. 

Q. Most of it, didn't it? 
A. Yes, sir. 
1418 Q. Where was your connection with the Rio Grande, or 
where was the most southerly connection that you made? 

A. At Denver. 

Q. Was the traffic from the East into Utah and Colorado common 
points of considerable volume? 

A. Considerable; yes, sir. 

Q. Did the competition that you have spoken of for that business 
exist up to the time you left the Southern Pacific service? 

A. Yes, sir. 

Q. What change, if any, was made in the traffic organization of 
the Southern Pacific in the east after the purchase of the stock of 
the Southern Pacific by the Union Pacific ? 

A. With respect to agencies? 

Q. Yes, sir. 

A. I think there was a pretty general consolidation of the agencies, 
with the exception of New York ; that was not consolidated. 

Q. Why was not that consolidated, if you know ? 

A. I think I had as much to do with that as anybody. I opposed it. 

Q. You opposed the consolidation? 

A. Yes. 

Q. But outside of New York the agencies were consolidated? 

A. Yes. 

Q. From your knowledge, what was the effect of the consolidation 
of those agencies on the competition formerly existing between the 
two lines? 

A. It eliminated it to a very great extent. 

Q. What are the objects of maintaining the commercial agencies 
of transcontinental lines here in the east? 

A. The principal object is to secure business, I suppose. 
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1419 Q. Assuming that rates are maintained, what methods are 
adopted in maintaining business ? 

A. Well, various methods. 

Q. Can you give it in general? How do they go to work to get 
business ? 

A. The conditions are a little different to-day from what they 
were when I was acting in the traffic business. There was a pretty 
general scrap at that time, when I was in the swim. 

Q. Well, it is usually by solicitation, is it not ? 

A. Personal solicitation, as well as by correspondence. 

Q. Mr. Hawley, was there at the same time competition between 
these two systems on passenger business for the coast, either lirst- 
class or emigrant? 

A. Yes, sir. 

Q. Or both? 

A. Both. 

Q. Was that active? 

A. Very much so. 

Q. Was that passenger business of large volume? 

A. Yes, it involved the entire passenger traffic to the coast. 

Q. Now, Mr. Hawley, what percentage of the transcontinental 
business out of New York and common points did you succeed in 
securing for the Sunset Route, we will say up to the first of January, 
1901, just before the purchase of the Southern Pacific stock? 

A. Well, it varied. 

Q. Between what percentages did it vary? 

A. As I recall it, so far as the seaboard business was concerned it 
ran as high as 85 per cent and as low as 40, I think. I do not carry 
those figures in my mind now. 

Q. But you did get up as high as 85 per cent ? 
A. I think we did at one time, yes, sir. 

1420 Q. And you started that competition yourself back in 1883 
when you put on the boats, did you ? 

A. Practically. 

Q. What percentage of the business in the east here — ^not strictly 
New York business, but of all the business in the East that was 
under your jurisdiction — did you succeed in obtaining for the Sunset 
Route? 

A. That is, the business originating in what is termed the seaboard 
territory ? 

Q. Yes. 

A. Oh, I should imagine we carried at one time as high as 50 per 
cent of it, perhaps a greater per cent. 

O. What proportion of the business east of Chicago did you suc- 
ceed in getting for the Sunset Route, either by steamer connection or 
by rail connection at New Orleans? 

A. T could not tell you, sir. 

O. How far west of New York did the seaboard zone run ; that is, 
how far west did you absorb the rates to the seaboard? 
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A. Points east of Buffalo or Pittsburg. 

Q. As to all that business originating east of Buffalo and Pitts- 
burg, you handled it at the same rate as New York, did you? 

A. Yes, sir. 

Q. And the Southern Pacific absorbed the charge to the coast? 

A. That is right. 

Q. Can you tell generally what that covered? Did that cover all 
of New England? 

A. Yes. 

Q. And how far south did it go ? 

A. I do not remember the lines now. I think Norfolk was the 
southerly point. 

Q. It covered, then, the territory reaching from Norfolk on the 
south to the International boundary on the north? 
A. Yes. 

1421 Q. And east of Buffalo and Pittsburg? 
A. That is right. 

Q. Now, as to the territory beginning at Pittsburg and Buffalo 
and extending westerly, what territory was embraced in what is 
called Pittsburg common points? 

A. Well, there are numerous points. 

Q. How far west did it go, if you remember? 

A. There were some few points just east of Pittsburg which took 
Pittsburg rates. We did not compete for that business via New 
York. 

Q. But you did by way of New Orleans? 

A. For iron and steel products, generally. 

Q. Just how far west did that territory run, if you can remember? 

A. West? 

Q. Yes ; what is called Pittsburg common points. 

A. West of what? 

Q. How far west of Pittsburg? 

A. I am only speaking now of territory east of Pittsburg. 

Q. Yes, I know, but I am asking you now of the territory west of 
Pittsburg. 

A. Well, I don't know as to that. We did not compete for that 
business at all by way of New York. 

Q. I understand; not by way of New York, but did'you by way of 
New Orleans and the rail lines? 

A. Yes. 

Q. Did that business take the same rate via New Orleans to the 
coast as it did via Omaha? 

A. Yes, there was a certain group of points that took Pittsburg 
rates both east and west of Pittsburg, and they were routed by all- 
rail either by Cincinnati or by Chicago. 

Q. But the rates were the same? 

A. Yes. 

Q. Either by Omaha and the Union Pacific or by New 

1422 Orleans and Texas points? 
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A. Yes. 

Q. The same tariff covered it? 

A. Yes. 

Q. Now, there was Cincinnati and common points too? 

A. Yes. 

Q. Did all that territory take the same rates each way ? 

A. That was open to all routes. 

Q.' And was that also competed for? 

A. Yes, sir. 

Q. By the same lines? 

A. Yes, sir. 

Q. By the Union on the one hand and the Sunset on the other? 

A. Yes. 

Q. How far west did this competition extend between these lines— 
to the Mississippi River? 

A. Yes, sir. 

Q. How about the territory in Tennessee and Alabama, the south- 
eastern territory? 

A. That was competitive as well. 

Q. In the same way? 

A. Yes. 

Q. Between the same lines, at the same rates? 

A. Yes, sir. 

Q. Was the Southern Pacific interest in that region imder your 
charge ? 

A. Yes, I had charge of all business east of the Mississippi Eiver. 

Cross-examination by Mr. LovErr: 

Q. What constituted the Sunset Route, Mr. Hawley, during the 
time that you were connected with the Southern Pacific ? 

A. It took in the Morgan's Louisiana & Texas Steamship Com- 
pany, the Louisiana Western, the Texas and New Orleans, Galveston, 
Harrisonburg and San Antonio. Do you want me to give the in- 
dividual lines of the Southern Pacific ? 

Q. No, I do not care for the corporate names. I want the 
1423 route described. 

A. The Morgan Line and the Southern Pacific interests. 

Q. It includes the Morgan line of steamships between New York 
and New Orleans, and the rail lines controlled by the Southern Pa- 
cific from New Orleans to San Francisco by way of El Paso? 

A. That is right. 

Q. And as far north as Portland, Oregon ? 

A. Yes, sir. 

Q. With various branches? 

A. Yes. 

Q. Did the Southern Pacific have any other line or part of line ex- 
tending from the Pacific coast easterly? 

A. The Central Pacific, yes. 

Q. The Central Pacific? 
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A. Yes. 

Q. That extends from the Pacific Coast, San Francisco, to Ogden, 
Utah? 

A. Yes. 

Q. What lines did that connect with at Ogden ? 

A. The Union Pacific and the D. & R. G. and Western. 

Q. The Union Pacific line extends between what points ? 

A. Ogden and Omaha. 

Q. About what is the length of that line ? 

A. I think it is something like a thousand miles. 

Mr. Severance. We will admit it is 1,003 miles. 

Q. And the Southern Pacific line from San Francisco to Ogden 
is about 850? 

A. Yes. 

Q. This traffic that the Union Pacific secured, by solicitation in 
New York and elsewhere, for the Pacific coast, to what line did it 
deliver it? 

A. The Central Pacific. 

Q. The Central Pacific or Southern. The Southern Pacific was 
operating the Central Pacific, was it not ? 

A. Yes. 
1424 Q. As a matter of fact, the Union Pacific had no other way 
of getting that traffic to the Pacific coast except over the 
Southern Pacific from Ogden, had it? 

A. Well, that is the only way they worked. 

Q. So, as a matter of fact, the business that the Union Pacific se- 
cured by this so-called competition with the Southern Pacific ulti- 
mately went to the Southern Pacific ? 

A. The California business, yes. 

Q. The Union Pacific could not lawfully make a rate to or from 
California without the consent of the Southern Pacific, could it? 

A. No, sir. 

Q. Isn't it true that you endeavored to solicit the business from 
this territory under your jurisdiction and route it by way of the 
Sunset Eoute because the Southern Pacific would get more revenue 
out of it than it would if it went by way of Ogden ? 

A. Naturally. 

Q. As a matter of fact, the real competitor of the Southern Pacific 
for California business was the Atchison, wasn't it? 

A. One of the competitors. 

Q. Were there any others? I am not speaking of the Sunset 
Eoute but of the Southern Pacific as a whole. 

A. Until the Atchison acquired the control of the San Joaquin 
Valley road, of course, they did not compete very much for Northern 
California business, but they did for Southern California. 

Q. But the Atchison and Southern Pacific were the only companies 
that had lines extending from the Pacific coast easterly as far as 
Ogden, Utah, and El Paso, Texas, weren't they? 

A. Yes, sir. 

71535— VOL 2—09 22 
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1425 Q. I suppose it is true that the lines out of New York, trunk 
lines to Chicago and the Missouri Eiver and the Mississippi 

River, were struggling for the business as against the Sunset Eoute 
of the Southern Pacific ? 

A. Yes. 

Q. In ord&r to give the carriage of it either to the Union Pacific 
or the Atchison ? 

A. They made an effort in that direction, yes, sir. 

Q. They had to deliver that business either to the Atchison or 
Southern Pacific, I suppose? 

A. Or the Texas & Pacific. 

Q. What did the Texas & Pacific do with it when it got it? 

A. The Texas & Pacific? 

Q. Yes. 

A. Well, they routed it in connection with the Missouri Pacific 
& Texas via El Paso. 

Q. What did they do with it at El Paso? 

A. Delivered it to the Southern Pacific. 

Q. The fact is, then, that whoever got it, it had to be delivered 
ultimately to the Atchison or the Southern Pacific, because they were 
the only lines ? 

A. Yes, sir ; they had to pay tribute to those two lines. 

Q. Did the Union Pacific ever to any considerable extent work 
traffic for California points by way of Portland ? 

A. I think not. 

Q. That is an impracticable route for California business, isn't it? 

A. In point of time, yes. 

Q. They could not distribute in California even if they got it by 
boat, could they ? 

A. No, sir, not without paying local rates. 

Q. And if the Union Pacific had ever attempted to work that 

1426 line as against the Central Pacific, isn't it reasonably certain 
that the Southern Pacific would have retaliated by diverting 

its traffic at Ogden to the Denver & Rio Grande ? 

A. It would be quite natural for them to have done so. 

Q. So the Union Pacific was never in a position to work the Port- 
land Route for California business as against the Central Pacific 
without probably losing more than it would make by it? 

A. I guess that is true. 

Q. You testified, in answer to questions by counsel for the Govern- 
ment, that there was some traffic moved from the Atlantic seaboard 
and from the other territory under your jurisdiction to Portland, 
Oregon. That went by boat to New Orleans and thence to El Paso, 
Texas, and thence by way of Los Angeles and San Francisco to Port- 
land? 

A. Yes, sir. 

Q. What was the length of that line compared with the all-rail 
line by the Union Pacific and Oregon Short Line? 

A. I should think it was probably 1,500 miles longer. 
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Q. The total distance being about what — about 5,000 miles? 

A. Yes, just about ; a little over 5,000 miles, I guess. 

Q. And the all-rail route by the Union Pacific and its connections, 
being about 3,300 miles? 

A. Yes, I should think so. 

Q. Under those conditions, was not the volume of traffic moving 
by the Sunset Koute to and from Portland very small ? 

A. Comparatively small, yes. 

Q. Wasn't it always regarded as about a 3 per cent line, of that 
traffic — that is, getting only about 3 per cent of the Portland traffic ? 

A. I don't know that any records were kept. I never knew. My 
judgment would be that we never carried that much. 

1427 Q. You never carried as much as 3 per cent of the total 
traffic? 

A. No ; still we might have ; I don't know. 

Q. You testified about some effort of the Canadian Pacific to 
handle business to California. About when was that ? 

A. I cannot recall just the time. It was during the time that I 
was in charge of the traffic of the Southern Pacific. 

Q. It was not for a very long period, was it ? 

A. No, I think not. 

Q. They were trying to force recognition as a differential line ? 

A. Yes. 

Q. And they failed in that, and then retired from the business ? 

A. Yes. 

Q. It was not a practicable route for them at equal rates with the 
other lines? 

A. They were at a disadvantage. 

Q. Wasn't the disadvantage so great that it was practically im- 
possible for them to continue it? 

A. In point of time, yes. 

Q. Hasn't the Southern Pacific continued, since the acquisition of 
some of its stock by the Union Pacific, to absorb the rates from the 
seaboard territory to the same extent as before ? 

A. That is my understanding, although I have no personal knowl- 
edge of it. 

Q. There has been no change in their policy in respect to that? 

A. As far as my knowledge goes. Of course I am not connected 
with that interest now. 

Q. Your connection continued, as a director and otherwise, up to 
1904 or 1905, didn't it? 

A. Yes, sir. 

Q. There had been no change up to that time in the matter of 

A. There had been no change up to the time I severed my 

1428 connection with the traffic department. I was in the Southern 
Pacific board after that time. 

Q. And you knew of no change during that time ? 
A. No. 
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Q. The Union Pacific alone is practically without any rate-making 
power in the matter of transcontinental rates, is it not, Mr. Hawley? 

A. I think that was so. I don't know what conditions exist today, 

Q. Well, as long as your knowledge of it extended, it was merely 
a link of about a thousand miles in a transcontinental system ? 

A. Yes ; they had no authority to make rates independent of the 
Southern Pacific. 

Q. They could not make a rate without the concurrence of the 
Southern Pacific? 

A. No, sir. 

Q. As a matter of fact it was merely a connecting line of the 
Central Pacific controlled by the Southern Pacific, was it not? 

A. Yes, a connecting line. 

Q. You were never able to move any substantial part of the busi- 
ness west of Pittsburg by way of New York and the Morgan Line, 
were you, Mr. Hawley ? 

A. I never made any effort. 

Q. Then, take the traffic from the Chicago territory, that is, from 
the territory west of Pittsburg, including Pittsburg, to Portland, 
Oregon. You never could move any of that in competition with the 
all-rail lines, could you, to any considerable extent ? 

A. Via New Orleans? 

Q. Yes. 

A. No, except by the all-rail lines to New Orleans and thence via 
the Southern Pacific line. 

Q. You never succeeded in moving it to any considerable extent 
that way, did you ? 

A. Yes, we had a very large traffic. 
1429 Q. To Portland I am speaking about. 
A. Oh, not to Portland, no ; none at all. 

Q. With reference to the Colorado business, the business to Col- 
orado points, moved by the Morgan Line, that went first to New Or- 
leans, during the whole time you were connected with the company? 

A. Yes. 

Q. Didn't much of it move thence over the Texas & Pacific and its 
connections, Mr. Hawley ? Didn't you have rates on that basis with 
the Texas and Pacific and its connections? 

A. With the Texas & Pacific ? 

Q. Yes. 

A. No, I think not. 

Q. Your recollection is that that business moved via the Southern 
Pacific lines 

A. Entirely so. 

Q. — and the Houston & Texas Central? 

A. Yes, sir. 

Q. To where— Fort Worth? 

A. Yes. 

Q. And wasn't it then turned over to what was formerly the 

A. The Union Pacific, Denver & Gulf. 
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Q. The Union Pacific, Denver & Gulf? 

A. That is, the Colorado Southern. 

Q. That was a line extending from Fort Worth to Denver? 

A. Yes, sir. 

Q. That was controlled by the Union Pacific when you first went 
to the Southern Pacific, wasn't it ? 

A. I think it was, yes. 

Q. And the Union Pacific continued to control it until about 
when ? 

A. Until the receivership of the Union Pacific. 

Q. The receivership of the Union Pacific was in 1893 ? 

A. I don't know the year. I think though, it was in 1893. 
Mr. Severance. Yes, it was 1893. 

1430 Q. So that business moved then by way of the Morgan 
Line, the Southern Pacific lines to Houston, and thence the 

Houston & Texas to Fort Worth, and then the Union Pacific, Denver 
& Gulf, from the beginning of your connection with the Company in 
1883 up to 1893, when the Union Pacific receivership commenced ? 

A. I thinii the traffic moved that way after the receivership of the 
Union Pacific, for a time. I think the receiver of the Union Pacific 
was also receiver of the Denver & Gulf line for a time. 

Q. Did any other line out of New Orleans than the Southern 
Pacific participate in that business? 

A. No, sir. 

Q. When was the Morgan Line extended from New York to Gal- 
veston as well as to New Orleans? 

A. We ran a boat periodically, that is, in the cotton season; we 
ran, I think, one and occasionally two steamers a week to Galveston. 

Q. The Southern Pacific is now operating regularly a line from 
New York to New Orleans and from New York to Galveston ? 

A. That has taken place since my connection. 

Q. There was a regular line to Galveston after your connection 
with the company ceased? 

A. Yes, sir. 

Q. During the time that you were carrying business to Colorado 
common points from New York, wasn't the Mallory line carrying 
it to Galveston ? 

A. Yes, sir, all they could get. 

Q. And the Atchison system, through its Gulf, Colorado and 
Santa Fe line, was the principal connection of the Mallory for that 
business, wasn't it ? 

A. Yes, sir. 

Q. So, as a matter of fact, the Atchison, which owned the 

1431 line at that time from Chicago to Colorado, Pueblo, I believe, 
while the Union Pacific owned the line from the Missouri 

Eiver to Denver, the Atchison owning such line, worked that same 
business by way of its Gulf line ? 
A. Yes. 
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Q. The Mallory line and the Atchison probably got their share ®t 
that business, didn't they, by way of Galveston ? 

A. They got a small share. 

Q. Didn't the Missouri, Kansas & Texas and the Gulf lines carry 
some of that business from Galveston to Colorado? 

A. Yes, sir. 

Q. Didn't they carry that business to Kansas City and deliver it 
to the Union Pacific there? 

Mr. Severance. You mean the Mallory business or the Morgan 
line business? 

Mr. LovETT. I am speaking of the business of Galveston. 

A. I don't know how it got there, but I suppose from the Mallory. 
I think the Mallory line worked with all those connections. 

Q. And the Gould line would naturally take it to Kamsas City aad 
turn it over to the Union Pacific ? 

A. I don't know just how they did route it. I don't think it weat 
to Kansas City, though. 

Q. You don't think it did? 

A. No. 

Q. How did the business to Utah points, which you testified to, by 
way of the Gulf, reach Utah ? That is, over what lines from Den- 
ver or from New Orleans? Didn't it go over the Union Pacific? 

A. Well, the Denver & Eio Grande, and we occasionally had divi- 
sions in the Union Pacific. 
1432 Q. The Union Pacific joined you in divisions on that bua- 
ness from Denver to Utah points? 

A. Yes, sir. 

Q. Of course, the interest of the Union Pacific in the Colorado 
and Utah business, moving all rail from the seaboard, was only for 
the carriage from the Missouri River 

A. That is all. 

Q. — to final destination? 

A. Yes, sir. 

Q. As to business originating in the territory west of Pittsburg 
and going all-rail to New Orleans, that was worked in connection, 
of course, with the rail lines extending from those points to New 
Orleans ? 

A. Yes, sir. 

Q. And on through rates ? 

A. Yes, sir. 

Q. And the concurrence of those lines in those rates was neces- 
sary? 

A. There was an established tariff. 

Q. The lines that originated the business would naturally move i* 
the way that they got the most revenue, the largest division, wouldn't 
they? 

A. Well, they didn't always control. 

Q. Generally they did, didn't they? 

A. No. 
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Q. Did they control anything? 

A. Not the initial line; controlled by our own agents— Southern 
Pacific agents principally. 

Q. They would control only from local points, then? 

A. That is all. 

Q. But their influence would naturally be in sending it the route 
out of which they would get the most revenue? 

A. Oh, naturally. 

Q. The shipper is not interested in the matter of the division of 
rates between connecting lines, is he, Mr. Hawley ? 
A. No, sir. 

1433 Q. You never attempted to compete for Colorado and Utah 
business by way of New Orleans, originating west of Pitts- 
burg, did you, Mr. Hawley? 

A. No, sir. 

Q. Either by New Orleans, or by the Morgan Line ? 

A. No. 

Redirect examination by Mr. Seveeanoe : 

Q. Mr. Hawley, I think a little confusion grew out of the way 
Judge Lovett put one question (not intentionally, of course), with 
reference to the movement of that business to Colorado common 
points by way of Galveston. You testified, did you not, that so long 
as you were connected with the Southern Pacific you moved it by 
way of New Orleans ? 

A. By way of Algiers. 

Q. Algiers is directly across the river from New Orleans? 

A. Yes. 

Q. On the Mississippi ? 

A. Yes. 

Mr. LovETT. We will assume they are the same thing. 

Q. So you moved it from New York to Algiers, opposite New 
Orleans, thence by Southern Pacific rail lines to Fort Worth, and 
then turned it over to the line leading to Colorado ? 

A. Yes. 

Q. And you did not move any of it to Galveston and turn any 
of it over to other lines there ? 

A. We may have sent some freight by Galveston when we were 
running an irregular ship, delivering it to connecting lines at Gal- 
veston, but the running of ships to Galveston direct during that time, 
or during the time I had charge of the traffic, was only periodical; 
it was a very irregular service. 

1434 Q. So, if there was anything of that kind it was a very 
trifling amount and you did not put in through rates in con- 
nection with any line out of New Orleans except the Southern Pacifi,c, 
spoken of? 

A. That is the only line we were working for, yes. 
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Q. Now, Judge Lovett also asked you if the Union Pacific, prior 
to the receivership, did not own the Colorado Southern or what 
was afterwards called the Colorado Southern ? 

A. It did, yes. 

Q. It never owned it after the receivership, did it ? 

A. The same receivership, I think 

Q. I mean after the receivers were discharged. 

A. Oh, no, sir. 

Q. The Union Pacific in the reorganization did not acquire that 
line? 

A. No, sir. 

Q. When was the Union Pacific reorganized? 

A. I think the Judge can answer that better than I can. 

Mr. Lovett. It was in 1897, according to my recollection. 

Q. Then, for several years prior to the purchase of the Southern 
Pacific stock by the Union Pacific, the latter company had not owned 
the Colorado Southern? 

A. No. 

Q. That is right? 

A. Yes. 

Q. When was the Colorado Southern reorganized? It was reor- 
ganized about the same time as the Union Pacific, wasn't it ? 

A. I assume that, yes. 

Q. And was separate and distinct from it at all times after the 
reorganization ? 

A. Entirely so. 

Q. I think you testified to this before ; I am not sure. Which 
1435 way did most of the traffic move to Utah common points, that 
you got over that way? Over the Kio Grande or over the 
Union Pacific ? 

A. I should say over the Rio Grande. 

Q. I think you so stated. Now, you stated, in answer to Judge 
Lovett, that the Union Pacific could not make a through rate with- 
out the concurrence of the Southern Pacific. Isn't it a fact that the 
transcontinental rates were made, as a rule, at meetings in which all 
the roads were represented? 

A. By agreement, yes. 

Q. And the Union Pacific was represented separately from the 
Southern Pacific? 

A. Yes, sir. 

Q. I mean of course during the time that you are familiar with 
it, prior to the purchase of the Southern Pacific stock by the Union 
Pacific. 

A. Yes. I understood you to mean that. 

Q. Now, in fixing transcontinental rates, were all the lines through 
to the coast considered as factors in arriving at a proper rate? 

A. Yes, sir. 

Q. That would include the Canadian Pacific, the Northern Pacific, 
the Great Northern, the Union Pacific to Portland, and all the lines 
down ? 



HAWLEY. 851 

A. There were joint tariffs issued to which all lines were parties. 
Q. In the matter of fixing rates, were the boat line by Panama and 
the ships around the Straits of Magellan at times factors? 
A. They were factors, yes. 
Q. They were factors in the rate? 
A. Yes. 

Q. And that competition was substantial competition, wasn't it? 
A. Yes, sir. 

Q. And it is because of that competition, in part at least, that 
rates have always been adjusted cheaper clear through to 

1436 the coast than to points this side of the coast ? 

A. Than to intermediate points, yes. 

Q. Now, Judge Lovett questioned you about the distance of the 
line from here to Portland, and the distance of the line to San Fran- 
cisco by way of Portland. What is the distance by the Morgan line 
of steamers and the Sunset Eoute from here to San Fraticisco? 

A. The distance by steamer from New Yo];k to New Orleans is 
taken, I think, at 1,800 miles, and to Galveston at 2,000 miles; but 
on a pro-rate basis the water line is taken at 3 miles for one of rail, 
which would reduce the mileage on an actual pro-rate from New York 
to New Orleans 600 miles. 

Q. I am not speaking of the revenue at all. 

A. You want the actual distance? 

Q. I want the sailing distance, yes. How many miles do the ships 
have to make in going from New York to New Orleans? 

A. 1,800 miles. 

Q. Does that take them clear around the coast of Florida, and 
around? Can they make that in 1,8€0 miles? 

A. That is the mileage, yes. 

Q. How far is it from New Orleans to San Francisco by rail? 

A. 2,495 miles — practically 2,500 miles. 

Q. That makes about 4,300 miles from New York to San Fran- 
cisco that way? 

A. Yes, sir. 

Q. What is the distance from here to Chicago ? 

A. I think the average distance is about 900 miles. 

Q. And from there to Omaha? 

A. 500. 

Q. That is 1,400. ^Tid from there to Portland? 

1437 A. I don't know what the exact distance is from Omaha to 
Portland. 

Q. It is less than 2,000 miles, isn't it? 

A. I think it is. 

Mr. Spence. 1,800 miles. 

Q. 1,800 miles. That makes 3,200 miles to Portland, and 4,300 
from here around to San Francisco. What is the distance from 
Portland to San Francisco? 

A. I don't recollect what that is. 

Q. By boat? 

A, I don't know what the mileage by boat is. We did not work 
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Q. The distance from Portland down to San Francisco by rail is 
about 600 miles, isn't it? 

A. I think so, yes. 

Mr. LovETT. It is more than that. About 700 miles, I understand, 
by rail. 

Q. Then, the distance from New York to Portland is about 3,200 
miles by all-rail lines, and from there down to San Francisco is 700 
more, making 3,900, and the boat line would be a little farther because 
it runs down the river and then goes out, but not much. Conse- 
quently the line from New York to San Francisco, all-rail to Port- 
land, and by boat from there to San Francisco, is a little shorter, if 
anything, than the Morgan Line to New Orleans and by rail to San 
Francisco ? 

A. That is true. 

Q. Now, taking that into account, it does not seem an impossible 
thing that in case of active competition, traffic could be routed that 
way, does it? 

A. Oh, it could, I think, yes. 

Q. And the Canadian Pacific, for a considerable time, did operate 
clear around through Canada and by Vancouver at a differ- 
1438 ential of 10 per cent? 
A. Yes. 

Q. That is, they carried the traffic at 10 per cent less than the 
established rates in this country? That is right? 

A. Well, they did that to only one point, I think. 

Q. That is San Francisco? 

A. That is San Francisco. 

Q. Yes, I am speaking, about San Francisco. Now, in view of the 
fact that the Union Pacific reached Portland over its own rails and 
there struck tidewater, with boat connections that existed or that 
could have existed, wasn't that a factor in fixing rates to the coast? 

A. It might have been used as such, yes. 

Q. Boats could have put into San Diego and connected with the 
Santa Fe — from Portland? 

A. Yes. 

Q. You know, don't you, as a matter of fact, that for years the 
O. R. & N. (that is, the Union Pacific line into Portland) operated 
a line of boats between Portland and San Francisco competitive with 
the Southern Pacific? 

A. Yes, sir. 

Q. Do you remember that at one time the Northern Pacific had a 
boat line connection with San Francisco from Puget Sound ? 

A. That may have been so. 

Q. You don't remember about that? 

A. No. 

Eecross-examination by Mr. Lovett : 

Q. Mr. Hawley, you said, in answer to Mr. Severance's suggestion, 
the fact that the Union Pacific had a line to Portland and a small 
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line of boats operating between Portland and San Francisco, might 
have been a factor in fixing transcontinental rates. You did not 
mean to say it was a factor, did you ? 

1439 A. No, sir. 

Q. It was not as far as you know, was it ? 

A. I said it might have been used as such. 

Q. And yet you don't know whether it was or not, do you ? 

A. I don't think it was. 

Q. You don't think it was. The Great Northern has a line, and 
has had for a number of years, extending from St. Paul, Minnesota, 
to Puget Sound. It has never attempted to do any San Francisco 
business, as far as you know, has it ? 

A. I think not. 

Q. The Northern Pacific has lines extending from the Lakes to 
Portland and Puget Sound. It has never attempted to do any busi- 
ness to San Francisco by boat line, has it ? 

Mr. Severance. He said he didn't know. 

Mr. LovETT. Well, I am asking him. 

A. I think at one time they did make an effort in that direction, 
but it was merely a flurry ; it didn't amount to anything. 

Q. It was very short-lived, wasn't it? 

A. Oh, yes. 

Q. The Canadian Pacific tried it only for 

A. For some considerable period. 

Q. Trying to force a concession in the way of a differential? 

A. Yes. 

Q. Mr. Hawley, isn't this the reason or some of the reasons why 

the Southern Pacific can handle so successfully business from New 

Orleans, or by way of New Orleans or Galveston to the Pacific Coast, 

while the lines reaching the Pacific Coast on the north cannot do so ; 

that is to say, isn't it true that the Southern Pacific, with its 

1440 two or three sailings a week from New York to Galveston and 
New Orleans, is able to gather the business in New York, load 

it on its boats, deliver it at Galveston and New Orleans in complete 
lots to trains on its docks, in many instances loading the business in 
solid train lots and rushing it through to San Francisco, and isn't 
that an immense advantage against a line like the Northern Pacific 
or the Great Northern or any other rail line from the Missouri River 
which has to take the business as it comes to it, in broken lots and in 
irregular quantities ? Isn't it true that such lines are unable to give 
anything like the service by rail and by boat from Puget Sound and 
Portland that the Southern Pacific gives by its Sunset Route ? 

A. Why, I think that has an influence, but that which had the 
greater influence was the entire line being under one control. 

Q. The entire line being under one control ? 

A. There was no divided responsibility in the case of the settle- 
ment of claims and matters of that sort. 

Q. Suppose the Union Pacific were under an entirely separate 
management and it should establish a boat line from Portland to 
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San Francisco and exert every effort it could command lawfully to 
get business for California, from the seaboard to Portland, and 
thence by the boats from Portland to San Francisco ; wouldn't it be 
impossible for it to make any considerable headway in competing 
with the Southern Pacific, because it would be dependent on its 
connections east of the Missouri Eiver for service from New York? 
A. I think they would be only moderately successful. 

1441 Q. Do you think they could be moderately successful? 
A. Only so. 

Q. I beg pardon? 

A. I don't think they would be able to secure any considerable 
amount of business, no. 

Q. If the Northern Pacific or Great Northern or Canadian Pacific 
or the Union Pacific could make any profit in competing for that 
business with the Southern Pacific by use of boats down the Pacific 
coast, don't you think, as a matter of business judgment, they would 
do so? 

A. I think they would, yes. 

Q. Don't you consider the fact that they do not attempt to do it, 
quite satisfactory evidence that, after carefully considering it, they 
think they can't make any money by it? 

A. Oh, I think that is so. 

Q. What is the distance from New York to Denver by the route 
over which the traffic moving by the Gulf or by New Orleans for- 
merly moved? 

A. I should think about 3,500 miles. 

Q. About how far would it be by the all-rail lines ? 

A. I think it would be about 2,300 or 2,400. 

Q. To Denver? 

A. Oh, to Denver you are speaking of? 

Q. Yes. 

A. Oh, it would be about 2,000 miles. 

Mr. Severance. It is a little over that, I think. 

Q. I believe you said it is about 900 miles to Chicago, and 500 miles 
from Chicago to Omaha. It is 500 miles from Omaha to Denver, 
isn't it? 
. A. Yes, about that. 

Q. About 1,900 mileSi Had open rates, rates established under 
the Interstate Commerce Act, been maintained, do you think much 
business would move that way, or does move that way ? Isn't it true 
that the quantity was always small ? 
A. On equality of rates? 

1442 Q. Yes. 

A. No, it would not. 
Q. The open rates were always the same, weren't they ? 
A. I don't understand what you mean by " open rates." 
Q. What was the differential? 

A. I don't remember what the differentials were now, but there 
was an established lower rate via the Gulf than there was by all-rail. 
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Q. Wasn't the volume of traffic that moved even on those differen- 
tials very small compared with the whole business ? 

A. Oh, I think that may be so. 

Q. What is that? 

A. I think that is so. 

Q. And on equality of rates there would be practically none? 

A. No, sir. 

Q. There has been no change so far as the separate agencies in New 
York are concerned ? That is, both the Union Pacific and the South- 
ern Pacific have separate agencies? 

A. That is my understanding, yes. 

Q. Haven't they both been actively soliciting business, according 
to your understanding, ever since the purchase, as well as before ? 

A. They were during my connection with the Southern Pacific 
interests. 

Q. There has been no change. 

A. I have no knowledge of it since. 

Q. What is that? 

A. I have no knowledge of the traffic. 

Q. Boston and Philadelphia are the same way? They maintain 
separate agencies in Boston and Philadelphia? 

A. They did up to the time I severed my connection. 

Q. And the conditions continued the same as far as the 
1443 soliciting by those agencies was concerned? 
A. Yes. 

Q. Mr. Severance asked you whether in fixing these rates over 
the all-rail lines to California points, the Union Pacific and the 
Southern Pacific were not represented by separate agencies. 

A. Were what? 

Q. Were represented separately in the meetings for that purpose? 

A. No, all lines were represented. 

Q. You did not mean by your answer to Mr. Severance to qualify 
your previous statement that the consent of the Southern Pacific was 
necessary, did you? 

A. Naturally it was necessary ; they had to be a party to it. 

Q. So the presence of representatives of both the Southern Pacific 
and the Union Pacific is entirely consistent with the fact that an 
agreement between them was necessary, isn't it? , 

A. Surely. 

Q. The lines east of the Mississippi Eiver were represented in such 
meetings, too, weren't they? 

A. Yes, sir. 

Q. Both the Union Pacific and the Southern Pacific since 1901 
have been represented separately in such meetings, as far as you 
know, haven't they, or do you know about that ? 

A. I have no knowledge to the contrary. I don't know anything 
about it. 
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By Mr. Sevbhance : 

Q. You stated, Mr. Hawley, that the agencies outside of New 
York and points in this region were consolidated after the acqui- 
sition of this stock of the Southern Pacific by the Union Pacific. 

A. Yes. 

Q. That was done by reason of common management? 

1444 A. And economy, I take it. 

Q. And you understood at the time, after the Union Pacific 
purchased the stock of the Southern Pacific, it took over the manage- 
ment and control of the Southern Pacific Company, didn't you ? 

A. Yes, sir. 

Q. Did you have any knowledge of the pool that used to exist many 
years ago on transcontinental business? 

A. On transcontinental? 

A. Yes. 

A. Yes, I think there was a pool existing, but I do not remember 
the status of it. 

Q. You remember that the Northern Pacific shared in that pool as 
applied to California business, had a percentage in it? 

A. I think they did, but I could not say positively. 

Q. And the Union Pacific, the Short Line, and the O. E. & N. had 
a percentage in it, had they not? 

A. If the Northern Pacific did, they did, of course. 

By Mr. Lovett: 

Q. Have you any distinct recollection as to that matter ? 

A. No, I have not. 

Q. You really don't know whether the Northern Pacific had any 
interest in the pool or not? 

A. I could not say. 

Q. Or whether the Union had or the other lines had ? You don't 
know as to that? 

A. No, I do not. 

Q. Do you know when that pool ceased to exist? 

A. No, I have no recollection. 

Q. It must have been prior to 1890; wasn't it? 

A.. 1891? Oh, yes. 

Q. It must have been prior to 1890 ? 
A. Yes. 

1445 Q. You answered Mr. Severance just now to the effect that 
after the acquisition of the stock of the Southern Pacific Com- 
pany by the Union Pacific, the Union Pacific took over the manage- 
ment of the Southern Pacific. I suppose you mean that common 
officers of the two companies were elected? 

A. Yes. 

Q. Each has continued to operate its own lines? Is that correct? 

A. That is right. 
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By Mr. Severance : 

Q. They brought them under common direction, didn't they? 
A. Yes, sir. ■ 

Q. Mr. Stubbs became the head of the traffic department of both 
lines? 
A. Yes, sir. 

Q. And Mr. Kruttschnitt of the operation? 
A. That is right. 

1446 HAKEY C. BLYE, 

being duly sworn as a witness on behalf of the complainant, testified 
as follows: 

Direct examination by Mr. Severance : 

Q. Mr. Blye, where do you live ? 
. A. New York City. 

Q. What is your business? 

A. I am in the railroad transportation business. 

Q. In what capacity ? 

A. General agent of the trunk line association. 

Q. How long have you occupied that office? 

A. Ever since it was an office. 

Q. How many years is that? 

A. About thirty, I guess. 

Q. You have been in that office for thirty years ? 

A. Yes. 

Q. What are your functions? 

A. I have charge of all the clerical force and the statistics; gen- 
eral commercial end of the business. 

Q. What are the statistics which you have? You say you have 
charge of statistics. What are they? 

A. Keports of the tonnage moving from the seaboard to west of 
Pittsburg and Buffalo, to and beyond the western termini of the 
trunk line. 

Q. From what sources do you get this information? 

A. From impression copies of the railroad way-bills. 

Q. So, you have the original documents in your possession to show 
this tonnage? 

A. Copies of them. 

Q. Impression copies? 
A. Yes. 
1447 Q. And from those impression copies you make tables? 
A. Yes, sir. 

Q. And you tabulate the movement of traffic? 

A. Yes, sir. 

Q. That does not show revenue, does it? It only shows tonnage? 

A. Tonnage only. 

Q. And that includes what territory? 

A. Everything beyond and including what is called the western 
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termini of the trunk line. It starts from Parkersburg on the south 
and runs up to Toronto on the north. 

Q. That is to say, you have statistics that show the movement of 
tonnage from this territory here, east of Pittsburg and Buffalo ? 

A. From the Atlantic seaboard. 

Q. From the Atlantic seaboard? 

A. From Philadelphia, Baltimore and New York. 

Q. Well, that is what I thought. I misunderstood you before. 
Youi; statistics show the movement of tonnage out of Philadelphia, 
Baltimore and New York to the West? ' 

A. Yes, sir; they show part of the movement. They show how 
much each trunk line gets of that tonnage. 

Q. Do they also show the amount that the Morgan Steamship Line 
gets? 

A. They do not now, but they did for a while. 

Q. To what time did you have those statistics? 

A. I think the Morgan Line stopped reporting about 1901. , 

Q. But for how many years before that had you had the reports of 
the Morgan Line business ? 

A. Oh, I guess shortly after the Morgan Line got to form a part 
of the Sunset Route. 

Q. Do your statistics show the transcontinental traffic separately? 
A. They show what we call California traffic separate 
1448 from other traffic. 

Q. And therefore you have the figures in your office which 
show for a series of years up to 1901 the California traffic moving 
out of New York, Baltimore and Philadelphia over the Morgan Line ? 

A. No, not over the Morgan Line out of Philadelphia and Bal- 
timore, Mr. Severance; only out of New York. 

Q. Out of New York, of course. Over the Morgan Line from New 
York, and all-rail lines from New York, Baltimore and Phila- 
delphia ? 

A. Yes; and part of the time out of Boston. I think the Boston 
people stopped reporting along about 1901. 

Q. The traffic that originates at Philadelphia, Baltimore or Bos- 
ton that is to go to the West over the Morgan Line is first brought to 
New York and then shipped from here? 

A. I don't know anything about it. 

Q. You don't know how it is handled ? 

A. I don't have anything to do with that. 

Q. All you know are these statistics? 

A. Yes. 

Q. Are those in convenient shape so that you could bring them in 
here, or would you have to make copies of them ? 

A. I suppose all you want is results for the years? You don't want 
a mass of details, do you ? 

Q.. That is it, exactly. 

A. I could probably show you, without much trouble, how much 
traffic went out — that is, how much they said went out. I don't know 
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whether I got it all or not. I had to take other people's word for it. 
My friend Spence — ^this is not testimony, but my friend Spence 
over there used to think I was not entitled to it, and he would not 
let me have it. 

1449 Q. How much time would it take you to make up a table of 
that sort, say beginning in 1883, and down to 1901, when the 

Morgan line ceased to report ? 

A. You just want to know how much 

Q. The total tonnage? 

A. The. total tonnage that went out of the seaboard, divided into 
two groups first, California and westbound tonnage, and how much 
of the California tonnage went all rail and how much went what we 
call steamer line? 

Q. That is right. 

A. That won't take very long. 

Q. How long will it take you to make that up ? 

A. It might take me two or three weeks, but I can have a clerk do 
it in a couple of hours, I guess. 

Q. You can have it back here this afternoon. Suppose you bring 
that in here at 2 o'clock? Can you do that by 2 or 3 o'clock this 
afternoon ? 

A. Wouldn't it do you to-morrow just as well ? 

Q. Yes, to-morrow morning. 

A. I would like to look over it a little bit myself. I have to stick 
my name to it, and I want to know something about it. 

Q. I will excuse you now, Mr. Blye. 

A. That is all you want ; you simply want to know the amount of 
tonnage? 

Q. I want to know the amount of tonnage that is moving two ways, 
that is all. I understand your statistics would not enable you to 
divide that movement of all-rail traffic between the different lines 
west of the Missouri Eiver ? 

A. Oh, no. We lose all interest in it after it gets away from here. 
We don't know how much of it goes over the lines west of Buf- 
falo and Pittsburg, and we don't care. Our statistics are 

1450 made primarily to show what proportion of the traffic is mov- 
ing over their lines. They don't care how it goes after they 

get rid of it. 

Q. Well, I don't think you can give us anything that would throw 
any light on the matter except the total tonnage. 

A. That is all. I have no statistics of traffic west of the termini 
of the trunk lines. 

Q. That is all you can give us, the statistics for the years 1883 
to 1901? 

A. As far as I have got them, yes. 

Cross-examination by Mr. Lovett : 

Q. What traffic is covered by these statistics that you propose to 
get up? 
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A. Traffic originating at New York City, Philadelphia, Baltimore, 
and Boston destined to California and showing for New York how 
much of it went all rail to California, as far as I know, and how 
much of it was reported by the steamship lines that were reporting 
that traffic from New York. 

Q. Showing that for New York, but showing what for Philadel- 
phia, Baltimore, and Boston? 

A. Only the all-rail traffic. I have no record of steamer traffic out 
of Philadelphia and Baltimore. 

Q. And do you know whetl^er the reports of the steamship lines 
included freight originating in Philadelphia, Baltimore, and Boston, 
or only that in New York? 

A. The Morgan Line reported to us the traffic that they carried out 
of New York, delivered to them by merchants in New York. 

Q. By merchants in New York ? 

A. By merchants in New York. I can probably explain 
1451 that. The object of the report that I made was to show the 
division of New York traffic as between the trunk line and the 
eteamship line, and of course it only included the tonnage which the 
two opposite parties could get by solicitation. If the Morgan Line 
agents up in the interior brought a lot of traffic down to New York 
and shipped it over the Morgan Line, the trunk lines had no oppor- 
tunity to get that traffic away from them after they got it, and so 
that was all cut out, and the reports that I would give you will not 
include any traffic, speaking broadly, that was not delivered to the 
Morgan Line by some truckmen at their pier from a shipper in New 
York. 

Q. How would you Imow, Mr. Blye, whether this traffic secured 
at Philadelphia, for instance, and brought to New York and turned 
over to the Southern Pacific 

A. I did not get the traffic secured in Philadelphia and brought 
to New York. They would not give me that. 

Q. You would not know by the statements furnished you by the 
Morgan Line whether that was included or not, would you ? 

A. I would have very good reason to believe that it was not. It 
was not part of their agreement to give us anything but New York 
traffic. 

Q. But no records reached you, giving you any information on 
that, one way or the other, did there ? 

A. No, sir. 

Q. Just a matter of opinion? 

A. It was a matter of agreement. 

Q. What is that? 

A. That is what they were to report; they were to report their 
New York traffic. 

Q. That is what they agreed to report, only the New York 
traffic? 

A. Yes, and I never knew them to report more than they 
agreed to. 
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1452 Q. They didn't do that very cheerfully, did they? 

A. Well, if there was a good way out of it, they didn't 
sometimes. 

Q. What lines constitute the trunk line association of which you 
are secretary? 

A. The New York Central, the West Shore, the Baltimore & Ohio, 
the Pennsylvania, the Lackawanna, the Lehigh Valley, the Ontario 
& Western, and the Central Eailroad of New Jersey. I think that 
is all of them. 

Q. All lines operating out of New York? 

A. All lines operating out of New' York. 

Q. The Southern Pacific was not a member of that association, 
was it? 

A. No. 

Q. Did you get the same report from the Mallory line of steamers 
operating from New York? 

A. Part of the time. 

Q. They discontinued, did they? 

A. Well, their figures got down to be nothing, and then they 
thought there was no use in sending it in. 

Q. Did the Southern Pacific figures get down to nothing, too ? 

A. No, they got mad about something and stopped reporting. 

Q. Didn't you understand that they quit because they felt they 
were giving these lines too much information about their business? 

A. Well, I don't know. I didn't care. They just simply quit, 
and I said, " All right, if you don't. want to report, you don't have to, 
and it is for my superior officers to see you and find out why you 
don't, and if they don't want you to, I don't want you to." 

Q. And you didn't know why? 

A. I never knew really why. 

Q. They quit about nineteen hundred and when? 
A. I think 1901 was the last. 
1453 Mr. Spence. It was later than that. 

Witness. It might have been somewhere in 1902. The 
last complete report I have, I think, is for the year 1901. 

Q. Suppose you ascertain the date of the last report, and when 
you bring the other statement in, let us know. 

A. All right, I will do that. 

Mr. Severance. In view of what appears now as the nature of 
your statistics, you need not bring in the reports as to Baltimore 
and Boston and Philadelphia, because we merely want these for the 
purpose of comparison, and if you have the report on the steamship 
business which is local to New York, then give us the local business 
by rail from New York also — just those two. 

Witness. You just simply want the California tonnage that moved 
out of New York in competition between the boats and the all-rail 
lines ? 

Mr. Sevekance. That is all. 
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By Mr. Lovett: 

Q. Do those reports include Portland business as well as California 
points ? 

A. Oh, yes, everything that went west of Ogden and Yuma. 

Q. Isn't it a fact that it includes all the Pacific coast points? 

A. Everything that went beyond Ogden and up into the northwest 
and down into the southwest, wherever the Pacific coast rates applied. 

Q. It included all Pacific coast points and not merely California 
points ? 

A. Oh, not merely California. 

(The witness was excused until 10 o'clock to-morrow morning.) 

1454 FRANK W. WHITE, 

being duly sworn as a witness on behalf of the complainant, testified 
as follows: 

Direct examination by Mr. Kelixjgg: 

Q. Give us your full name, and your position with the Interstate 
Commerce Commission. 

A. My name is Frank W. White, and I work in the Auditor's 
office of the Interstate Commerce Commission, in the Division of 
Eates and Transportation. 

Q. That is, your office has charge of the tariffs ? 

A. Yes, sir. 

(Papers marked Complainant's Exhibits 81-A to 81-K (White) 
inclusive.) 

Q. I show you Complainant's Exhibits 81-A to 81-K. Were 
those prepared in your office ? 

A. Yes, sir. 

Q. Under your direction? 

A. Yes, sir. 

Q. And I suppose you had clerks assisting you ? 

A. Yes, sir. 

Q. Did you examine them all with the tariffs after they were 
prepared ? 

A. Yes, sir. 

Q. Take Exhibit 81-A ; please state what that is. 

A. It is a statement showing class and commodity rates from 
points east of Missouri River to California terminals, from June, 
1897, until and including the present time. 

Q. 81-A in connection with the other exhibits here shows them 
'down to the present time ? 

A. Yes. 

Q. But 81-A shows the rates down to January 18, 1904, does it 
not? 

1455 A. No,' sir, it shows them from January, 1904, to the date, 
which was about October, I think. 
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Q. The first column shows the date the tariff was effective, does 
it not? 

A. Yes, sir. 

Q. The next column is the point of origin of the freight, these 
being westbound rates ? 

A. Yes, sir. 

Q. " New York and common points " : will you tell us what that 
is? 

A. " New York and common points " are points in a general way 
east of Buffalo and Pittsburg and down as far as just east of Bristol, 
Tennessee. I can tell you exactly by referring to the tariffs. 

Q. Well, describe it generally. 

A. And all territory east of there. 

Q. And north of what point? 

A. North of that line to the Norfolk & Western, from Bristol to 
Norfolk. 

Q. And all territory east of this line and north of this line 

A. As far as that tariff is concerned is understood to be New York 
and common points. 

Q. That' is, the rates in all that territory by all lines to Pacific 
coast terminals are the same, or as stated in here, in this exhibit? 

A. Yes, sir ; by the all-rail lines. 

Q. I understand. This also states the rates by the Southern Pacific 
line and the Morgan Steamship Line to the same points, doesn't it? 

A. Yes, sir, one of these statements does — not this 81-A, though. 

Q. Doesn't that include the Morgan ? 

A. No, sir. 

Q. I think it does. 

A. 81 and something does. 

Q. Yes, it is the same thing. 
A. Oh, yes, it does, too. 
1456 Q. That is, this statement 81-A shows the rates from New 
York and common points by all-rail lines and by the Southern 
Pacific and Morgan Steamship Line to what is known as California 
terminals ? 

A. Yes, sir. 

Q. And also by the Mallory line and its connections ? 

A. Yes. 

Q. Now what do you call California terminals ? 

A. In a general way they are San Francisco, Sacramento, Stock- 
ton, Los Angeles, Marysville, San Jose. I have a list of them in the 
tariff there. 

Q. Portland? 

A. Yes, sir, Portland. 

Q. What other places ? 

A. Portland, of course, is not a California terminal ; it is a Pacific 
coast terminal. 

Q. Yes ; I meant Pacific Coast terminal, not California. 
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A. San Diego and Los Angeles. 

Q. Get the tariff. If there are not too many of them we will have 
them all in. 

.(Witness refers to tariffs.) 

Q. Describe generally what you mean by Pacific coast terminals. 

A. They are points that are adjacent to the Pacific coast, not what 
you might call inland points ; in fact, all the big cities on the Coast. 

Q. Between what point on the south and what point on the north ? 

A. The California terminals, I should say, went from National 
City, or San Diego, to, I think, Vancouver. 

Q. That is, you mean the Pacific coast terminals ? 

A. Yes, Pacific coast terminals. 

Q. Now, Complainant's Exhibit 81-A shows the- rates from 

1457 New York common points, Pittsburg-Buffalo common points, 

Cincinnati-Detroit common points, Chicago common points, 

Mississippi River common points and Missouri River common points 

to what terminal points on the Pacific coast? 

A. To what are known as the California terminals. 

Q. Does this include also Portland? 

A. Yes, that includes also Portland. 

Q. What other points in Oregon? 

A. I do not think there are any. East Portland, perhaps. 

Q. Have you a map showing the territory included within each 
of these eastern common points, like New York common points, Cin- 
cinnati and Detroit common points, etc. ? 

A. I haven't one just this minute, but I have been informed this 
morning that I will have one after dinner. 

Q. You will have one after lunch ? 

A. Yes, sir. 

Q. Then, I will leave that. 

Q. Generally speaking, are the rates the same from all these eastern 
points to the California common points, including Portland by all 
lines, rail and the rail and water lines by the Gulf ? 

A. Generally speaking they are, yes, sir. 

Q. I notice there are some slight additions on some commodities. 
The class rates are the same, aren't they? 

A. The class rates are the same. 

Q. Practically, then, the rates are the same from all territory east 
of the Missouri River? 

A. Practically so, except on some few commodities. 

Q. You have given here under head of " Commodities " only a 
limited number of commoditiesi Is what you state as to the 
1458 rates being the same equally true of all classes of commodities? 
A. Yes, sir, substantially so. 

Q. Why did you select these particular commodities — as principal 
or important commodities? 

A. No particular reason, except they were selected at random. 

Q. Are they important commodities? 

A. They are important commodities. 
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Q. And representative commodities, are they? 

A. And representative commodities. 

Q. Complainant's Exhibit 81-B is what? 
' A. That is a statement showing /east-bound rates. 

Q. From the same terminals to the same eastern points? 

A. Yes, sir. 

Q. State what Complainant's Exhibits 81-C, 81-D, and 81-E are. 

A. Statements showing the rates to and from Colorado common 
points, both all-rail and sea and rail. 

Q. The rates to and from Colorado common points by rail and by 
the Southern Pacific in connection with the steamship line from 
New York? 

A. Yes. 

Mr. LovETT. And the Mallory Line. 

Mr. Kellogg. And the Mallory Line, yes ; I meant that. 

Q. Complainant's Exhibit 81-F is what? 

A. It is a statement showing some few conmiodities in addition to 
those shown in 81- A. 

Q. Showing the rates from New York common points and other 
common points, the same as 81-A to California terminals, but adding 
certain other commodities. 

A. Adding certain commodities. 
1459 Q. Please explain what Complainant's Exhibits 81-G, 81-H, 
81-1, 81-J, and 81-K are. 

A. 81-G is a statement bringing down 81-A to the present time, 
including the new rates which went into effect January 1, 1909. 

Q. 81-A simply came down to the time you made that up, some- 
time in October, 1908 ? . 

A. Yes. 

Q. Those statements bring these rates down to the present time, 
including the rates going into effect January 1, 1909? 

A, I will amend that. I said 81-A before ; 81-A seems to be west- 
bound, but 81-G is supplementary to eastbound, which is 81-B. 

Q. Yes, that is right. In other words, these sheets, G, H, I, J, and 
K, bring the east and westbound rates, shown by 81-A to 81-F, 
down to the present time ? x 

A. Down to the present time. 

Q. And they are made in the same way ? 

A. And they are made in the same way. 

Q. And taken from the tariffs ? 

A. Yes, sir ; taken from the tariffs. 

Q. And they show the rates to and from California common 
points into the same territory as 81-A to 81-F ? 

A. Yes, sir. 

Mr. liELLOGG. I offer in evidence Complainant's Exhibits 81-A to 
81-K (White), inclusive. 

There was no objection. 

Complainant's Exhibits 81-A to 81-K (White) are as follows : 
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882 WHITE — complainant's exhibits 82 A TO li. 

1460 A recess was here taken until 2 o'clock p. m. 

AFTBBNOON SESSION. 

The witness, Frank W. White, was recalled, and his direct exan 
ination resumed as follows: 
By Mr. Kellogg : 

Papers marked Complainant's Exhibits 82-A (White) to 82-J 
inclusive. 

Q. I show you Complainant's Exhibit 82-A to 82-L. Pleai 
state what that exhibit is. 

A. It is a statement showing first and second class passenger fara 
from eastern points and points as far west as Pueblo, to San Fran 
cisco, Los Angeles, and Portland. 

Q. By what lines ? 

A. Well, really I don't know much about these statements. Thi 
is passenger. 

Q. All lines? 

A. All lines, as far as I know. 

Q. Was that made in your office ? 

A. It was made in the passenger division of the office. 

Mr. Kellogg. Mr. White did not personally make this passengt 
statement, but I believe it is understood that it may be put in i 
having been made in his office and checked up, and if it is found 1 
be in any way inaccurate we will bring the man who made it an 
have him make the correction. 

Mr. LovETT. Yes ; it may be put in with the same effect as if Mi 
White testified that he made it up and it is correct. 

Q. You understand this to be a statement of the passenger ra<^ 
from these points in the first column, to the various destination 
named in these statements, by all lines of rail, do you not? 

A. Yes, sir. i 

Q. And this was made in the same office but by the man in charg 
of the passenger tariffs? 

A. Yes, sir. It was made by a clerk in the passenger department 
it was not made by the man in charge of the department. 

1461 Q. Well, I mean in the office of the man in charge. 
A. Yes, sir. 

Mr. Kellogg. I offer Complainant's Exhibits 82-A to 82-L, inclu 
sive, in evidence. 

Complainant's Exhibits 82-A to 82-L are as follows: 



WHITE — complainant's EXHIBIT 83. 883 

Papers marked Complainant's Exhibit 83 (White). 

Q. I show you Complainant's Exhibit 83, in five sheets. WiU you 
please state what that is? 

A. It is a statement showing the difference in the rates between 
the Mallory and the Morgan lines on the one hand and the all-rail 
lines on the other, from New York to San Francisco or to Pacific 
Coast terminals in general — I mean the California terminals — from 
January, 1900, to the present time. 

Q. That is, you testified this morning that, generally speaking, the 
rates on all classes and commodities from New York and common 
points and certain other territory were the same 

A. Generally so. 

Q. to California and Pacific Coast terminals, but that there 

were certain exceptions, certain items of commodities, did you not? 

A. Yes, sir. 

Q. Does this show the exceptions? 

A. This shows the exceptions, yes, sir. 

Q. In the commodity rates ? 

A. In the commodity rates. 

Q. The class rates are the same? 

A. The class rates are the same. 

Q. And it shows, commencing with 1900, the changes down to the 
present time ? 

A. Yes, sir. 
1462 Q. These were taken from the original commodity tariffs. 
Mr. E^ELLOGG. I offer in evidence Complainant's Exhibit 83. 

Complainant's Exhibit 83 is as follows : 
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Complainant's Exhibit 83. (White.) 

Interstate Commerce Commission, 
Division op Rates and Teansportation. 



Statement showing rates on various commodities, from New York, N. Y., to Califi 
Terminals; Morgan Line {via New Orleans), and Mallory Line {via Galveston), and 
other lines. 

[Bates in cents per hundred pounds.] 



Date. 


Commodities. 


Mallory and 

Morgan Lines. 

C.L. 


Other Lines. 


January 18, 1900 




6110 

mo 

75 
<i75 

75 

a 75 

120 
115 
115 
<i75 
<ig5 

95 
C90 
90 

90 
75 
80 
75 

75 

<I120 
iil20 
116 
115 
60 
dSO 
60 
60 

75 

<i75 
75 
75 

670 

SO 
50 

80 

dSO 

<i95 

«80 


125 


" & nitric, mixed in iron drums.. 
Harrow teetli . . 


1 




Bariey, pearl 


P 




Beans and peas, dried, split or whole, in sacks or 
barrels 


85 




Blacking, shoe, other than as provided imder 


80 




Brass goods, 0. R. wet and corrosion: 

Brass ingots - . 


125 




Plate & sheet, completely boxed .... 


125 






125 




Butchers' blocks, 0. R. B 


Si 




OaT>ii^p,S a-nii wq.v tnpRTR 


loi 




Canned goods: Fish, fruits (not preserved), 
meats (including potted or deviled), vege- 
tables, soups, breads and puddings, in her- 
metically-sealed cans, boxed, 0. R. weather. . . 


^1 

100 
95 




Canned fish 


95 




Canned meats (including potted or deviled), 
straight carloads . . . . 


95 






80 










Composition, for roofing. . .... 


8S 




Conduits, underpound, for electric wires: Stone, 

clay, or cement, 0. R. B 

Copper goods, 0. R., wet and corrosion: 


80 
125 






125 




Plate & sheet, N. 0. S., completely boxed. . . 

Rnris, nnrnplfltflly b^iYAi^ 


125 
125 






75 




Drums (iron), for liquid asphalt, empty, returned 


.} 




W 




Fertilizer, including dried blood, in packages 

Glucose, in bbis , 0. B. L., released, in straight 
C. L 






85 




Grease, axle (Including mineral or petroleum 
axle grease) in packages 


85 






85 




Grindstones, mounted or unmounted, 0. R. B... 
OiiTTi gamhifir, in paf,kapp.«! 


% 




Iron & steel articles, 0. tl., wet and rust: 

Billets, blooms, ingots, muck bar, and scrap 
steel 


76 




Pig iron 


75 




Sheet No. 17 & lighter (black), not bent or 


85 




Sheet and plate (galvanized), not bent or 
piiTinhn(1,rn1naqn!l , , 


8S 




Sheet, planished or polished sheet steel 
(imitation planished), in pkgs., released. . . 

Sheet, punched for rivets, in crates or 
bundles, strapped, or in boxes, released . . . 


100 

58 



[See footnotes at end of exhibit.] 
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statement showing rates on various commodities, from New York, fl. Y., etc.- 

Continued. 



Bate. 



Commodities. 



Mallory and 

Morgan Lines. 

C.L. 



Other Lines. 



January 18, 1900. 



Lithoslte cement, In packages 

Milk, condensed, in hermetically sealed cans, 

boxed, O. R. weather 

Mince meat, in pails or tubs, when pkd. in boxes 

or bbls.; in kits or kegs. In glass or in paper 

boxes, boxed; in bulk, in bbls., or half barrels. . 
Nails and spikes, cut or wire, N. O. S. in boxes 

or kegs 

Nails, cement coated, in boxes or kegs 

Paraffinewax 

Plaster, land and adamantine 

Pulp wood 

Bags, compressed in bales 

R^way supplies, for steam or street rys: Car 

wheels ana axles 

Bails and ties, iron or steel. Including fastenings, 
viz: Splices, tie plates, track bolts and washers. . 
Besin, In bbls 



Decembers, 1900.. 
lieoember 15, 1900. 
9tenuary21, 1901... 
January 28, 1901... 

April 18, 1901 

Hay 25, 1901 

November 11, 1901. 
July 1,1902 



Bice, In pkgs. straight C. L 

Sad irons, in boxes or barrels 

Sand, sand facing and fire sand 

Sash weights and balance weights, for folding 
beds and lounges 

Seed, mustard. In packages 

Sheep dip (liquid) O. R. L 

Ship chandlery, as follows: Pitch and tar 

Treenails, in crates or bundles 

Shoes, rings, tires or dies (for quartz mills), also 
cams and tappets, iron or steel 

Sledges and wedges, iron or steel, in boxes, bar- 
rels or crates 

Soda ash and soda carbonating compounds (may 
be shipped in sacks), caustic soda (O. B. sift- 
ing, wet and injury caused by corrosion), and 
hypo-sulphate, hypo-sulphite, nitrate (may 
be shipped in sacks), silicate and sulphate of 
soda, m pkgs., boxes or iron drums 

Tin and articles of tin, in boxes, bbls., or crates; 
tin plate, in bxs., fully released against wet, 
rust and damage to tin or pkgs 

Wire and wire goods, O. E. wet and rust, wire 
(fence), barbed, including staples, steel stay 
guards, and stretchers 

Wire, iron, plain, galvanized, tinned or coppered 
(including, if desired, steel stay guards) 

Brick, enameled 

Pipe, cast-iron, including connections 

Barytes 

Mattresses, metallic, wire cots, wire & spring 
beds and bottoms and canvas cots 

Sledges, wedge and mauls, iron or steel, in boxes, 
bbls., or crates 

Sash weights 

Barytes 

Barrel stock, viz: Sugar, flour and lime barrel 
stock 

Brick, common or pressed, in pkgs 

Cement (tar), building or pavmg, in pkgs 

Barley malt, in pkgs ' 

Brewers grain or refuse, dry, in pkgs 

Pop com, in pkgs 

Food, poultrv, made from ground bones, grits, 
etc., msacis 

Insulators, terra cotta or clay (for use in build- 
ings for protection against fire), boxed, crated, 
or in barrels 

Washers, iron or steel, straight C. L 

Mining cars, or parts thereof, K. D. loaded on 
standard gauge cars 

Oil, castor, cocoanut, com rubber, cotton-seed, 
rape seed, dead, kalon, lard, linseed, neatsfoot, 
red, rosin or "Y," and tallow, in cans, boxed 
07 in barrels 

Oil, luool, in barrels, O. B. L 

Terra cotta, building, O. B. B 

Tin can tops, packed solid in boxes 

Tin and teme plate, in boxes, fully released 
against wet, rust and damage to packages or 
contents 



I>75 
-190 

90 

60 
60 

<I95 
70 
65 

6 75 

<i60 

60 

50 

60 

1>95 

■175 

6 70 

(175 

60 

50 

■i75 

<i70 

<i70 



SO 



6 50 



60 



80 
95 

95 

75 
75 
100 
75 
75 



75 

78 
75 
75 
100 
80 

75 
100 
75 
75 
80 

75 

75 



75 



75 



75 



60 

75 

i50 

460 


75 
105 
75 
85 


6100 


100 


1*70 
6 60 


75 


55 


85 


<i70 
70 
50 
65 


75 
75 
75 


75 








60 




t75 
60 


80 
76 


*125 




178} 

»78i 

75 






80 


50 


76 



[See footnotes at end of exhibit.] 
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Statement showing rates on various commodities, from New York, N. 7., etc.— - 

Continued. 



Date. 



Commodities. 



Mallory and 

Morgan Llnea. 

C.L. 



Otlier Llneg. 



August 11, 1902.. 

October e, 1902... 
January 23, 1903.. 

October 6, 1902... 

January 23, 1903.. 
February 23, 1903 



March 4, 1903 

April 20, 1903 

Ji5y31, 1903 

October 12, 1903... 

May 19, 1903 

November 16, 1903. 
January 18, 1904... 



January 18, 1904. 



October 12, 1905.. 
Februarys, 1904.. 



Brick, common or pressed, ornamental figured' 
shaped, invoiced value not to exceed S5.00 per 
ton 

Iron or steel, corrugated, N. O. S , 

Canned flsh, canned clam juice, and canned clam 
chowder 

Brick, enameled 

Brick, common or pressed, ornamental figured 

' shaped, invoice value not to exceed 15.00 per 

ton 

Lime, acetate ol, in barrels, boxes, casks, or iron 
drums 

Iron or steel: Sheet No. 12 and lighter (black or 
galvanized, but exclusive of planished or Rus- 
sia) not bent or punched, corrugated N. O. S., 
including ridge rolls straight or mixed C.L 

Nails and spikes (not including R. R. spikes) cut 
or wire, N. O. S., in boxes or kegs & wire (fence) 
iron or steel; smooth annealed No. 12 or heav- 
ier, plain or galvanized; barbed galvanized or 
pamted ; staples, straight or mixed C. L 

R. R. spikes 

Shingle bands, iron or wire, in crates or bundles. . 

Fire brick and fire clay 

Calcium, chloride of, in iron drums 

Ties, baling 

Stone, rough, sawed, or cut to dimension, not 
polished 

Silex, in packages 

Canned beans and peas, straight C.L 

Canned com, boxed " " 

Brewers grain or refuse, dry in pkgs 

Flake, malt 

Pop com, in packages 

Oil, creosote or tar, in bbls. or cans bxd 

Food, poultry, made from ground bones, grits, 
etc. in sacks 

Furniture, viz: Sideboards, butEets, combina- 
tion bufiets and sideboards and chijfoniers, net 
cost of each piece not to exceed $16 

Structural iron, viz: Angles, channels, beams, 
etc 

Bridge and wharf material, viz: Iron or steel 
beams, colfjmns, girders, etc 

Tank or reservoir material, viz: Beams, col- 
umns and circular frames for tops 

Washers, straight C.L 

Steel rails, per ton 2,240 lbs 

Fasteninss, per ton 2,000 lbs 

Phosphate rook 

Nails and spikes (not including R. R. spikes), 
out or wire, N. O. S. in boxes or kegs, and 
wire (fence) iron or steel; smooth annealed No. 
12 or heavier, plain or galvanized; barb'ed gsd- 
vBnized or painted; staples, straight or mixed 
C. L. ............. ............ .... 

Nails, cement coated, in boxes or kegs 

Oxide of iron 

Kails (Including mining rails) and ties, iron or 
steel, including fastenings, viz: sphces, R. R. 
spikes, tie plates, track bolts and washers 

Sash weights and balance weights, for folding 
beds and loimges 

Silica (pulverized) or sIlex 

Stoves (cast iron), cooking, heating, etc 

Syrup (com, glucose, maple or rock candy) and 
molasses 

Tin and teme plate, in boxes, fully released 
against wet, rust and damage to package or 
contents 

Wire (fence), barbed, including staples, steel 
stay guards & stretchers 

Wire, iron, plain, galvanized, etc 

Rice polish (rice dust) 

[See footnotes at end of exhibit.] 



70 
o80 



90 
*65 



50 
»75 



<i80 



7S 
95 



SO 

so 

125 
76 



"55 

65 
65 
60 



60 
60 
65 
60 
50 
65 




7S 
75 
75 
75 
75 
75 


60 






60 




90 
90 
85 


95 
95 


fSS 




100 




550 




75 


65 






160 




176 


'75 




85 


'75 




85 


75 

65 

SIO.OO 

10.00 

60 


80 per 
80 " 


85 

80 

100 lbs. 

(C (C 



75 
75 
135 
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Statement showing rates on various commodities, from New York, N. Y., ete.- 

Continued. 



Date. 



Conrmodities. 



HaUory and 

Moigan Lines. 

C. L. 



Other Lines. 



May 9, 1904 

JnlylS, 1904 

Novembers, 1904.. 

Atlgost 8, 1904 

IJtiicli 15, 1905 

Inne24, 1905 

Aiii.nst 19, 1905 

fiq)t.21, 1905 

January 15, 1906... 

February 12, 1906., 

" 27, " .. 

August 10, 1906.... 

" 27, " .... 

" 28, " .... 
November 30, 1906 

Aprils, 1907 , 

jfoohlS, 1908 

April 30, 1908 

May 16, 1908 



Rice, brewers 

Ck)tton seed oil 

Barytes 

Feed, poultry, made from ground bones, grite, 
etc., m sacks , 

Copper, sulphate of (bliiestone) 

Limestone (ground) 

Car wheels and axles. 

Rice polish (rice dust), rice bran or rice hulls 

Sand, moulding - 

Strawboard, in crates or bundles 

Tile, roofing ; 

Rags, in pkgs. (will not apply in connection 
with New York & Texas S. S. Co.) 

Rice floor 

Asphaltum 

Limestone & whiting, ground or lump 

Crament work, for building purposes (not in- 
cluding statuary or figures) 

Grape sugar 

Strawboard, in crates or bundles 

Cement, in pkgs 

Carbon, clinker 

Hemp, sisal, istle or ixtle 

Flaxseed, whole or ground, in packages 

Ore, iron, ground 



60 
60 
60 
60 
50 
«>50 
70 

260 
70 
50 
50 

75 
75 
50 
45 
77i 
60 
120 



75 



75 
75 



80 



80 
86 



75 
125 



" Withdrawn 
» Withdrawn 
« Withdrawn 
^ Withdrawn 
' Withdrawn 
' Withdrawn 
* Withdrawn 
i Withdrawn 
■ * Withdrawn 
» Withdrawn 



November 12, 1900. 
July 1, 1902. 
April 20, 1903. 
January 18, 1904. 
April 25, 1901. 
October 12, 1903. 
March 10, 1903. 
November 11, 1901. 
September 21, 1905. 
May 29, 1907. 



" Withdrawn 
» Withdrawn 
" Withdrawn 
*■ Withdrawn 

• Withdrawn 
' Withdrawn 
" Withdrawn 
" Withdrawn 
" Withdrawn 

• Withdrawn 



February 23, 1903. 
July 16, 1904. 
August 8, 1904. 
February 25, 1905. 
June 30, 1905. 
November 25, 1905. 
November 20, 1905. 
May 29, 1907. 
August 27, 1906. 
March 5, 1906. 



Paper marked Complainant's Exhibit 84 (White). 

Q. I show you Complainant's Exhibit 84, in three sheets. AVhat 
does that show ? 

A. That continues it down to the present time, showing the changes 
in effect on January 1, 1909. 

Q. That is, it continues Complainant's Exhibit 83 down to the 
present time, showing the changes made by the tariff which took 
effect January 1, 1909 ? 

A. Yes, sir. 

Q. How many items of commodity are there ia this Exhibit 83, 
the rates on which on January 18, 1900, were less by the Mallory line 
and the Morgan line to New Orleans and Galveston and from those 
places by rail to the California terminals than by the all-rail lines? 

A. Approximately 65 up till 1901. 

Q. Now, since 1901, as shown by Exhibit 84, how many of those 
items have been changed until they are now the same? 

A. There are about twenty left in which the rates for the Morgan 
line are lower than they are for the all-rail line. 

Q. I suppose that is out of many himdred items? 

A. Yes. 

Q. You have no idea how many hundred items? 
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A. No, sir, I could not tell you. 

Mr. Kellogg. I offer Complainant's Exhibit 84 in evidence. 

Complainant's Exhibit 84 is as follows : 



Complainant's Exhibit 84. (White.) 

Interstate Commerce Commission, 

Division of Eates and Transportation, 

December 29, 1908. 

statement showing rates on various commodities, from l^ew York, N. Y., to 
California Terminals ; Morgan Line (via Neto Orleans) and Mallory Line (via 
Galveston), and other lines, in effect prior to January 1, 1909, and in effect 
January 1, 1909. 

[Rates in cents per one hundred pounds.] 



Commodities. 



Morgan and Mallory 
Lines. 



Prior to 

Jany. 1, 

1909. 



In effect 

Jany.l, 

1909. 



Other Lines. 



Prior to 

Jany. 1, 

1909. 



IneSect 

Jany.l, 

1909. 



Harrow teeth 

Barley, pearl 

Beans and peas, dried, split or whole, in sacks or bbls. . 

Brass goods, O. R., wet and corrosion: 

Brass ingots 

Plate and sheet, completely boxed 

Rods, completely boxed 

Butchers' blocks, O. R. B 

Candles and wax tapers 

Canned goods: Fish, fruits (not preserved), meats (in- 
cluding potted or deviled), vegetables, soups, breads 
and puddings, in hermetically sealed cans, boxed, 
. R. weather 

CoAiposition, for roofing 

Conduits, underground, tor electric wires: Stone, clay, 
or cement, O.B.B 

Copper goods, 0- R'» "wet and corrosion: 

Bar and ingot and cast plate 

Bronze ingots 

Plate and sheet, N. O. S., completely boxed 

Rods, completely boxed 

Copperas, or sulphate of iron, in packages 

Ferro-mangauese, in packages 

Fertilizer, including dried blood, in packages 

Glucose, in bbls.. O R. L., released uistraight carloads.. 

Grease, axle (including mineral or petroleum axle 
grease), in packages 

Grease, petroleum, in packages 

Grindstones, mounted or unmounted, O. R. B , 

Milk, condensed, in hermetically sealed cans, boxed, 
O. R. weather 

Mince meat, in pails or tubs, when pabked in boxes or 
barrels; in kits or kegs, in glass or in paper boxes, 
boxed; in bulk, in barrels or half barrels 

Paraffin wax ....,,.. 

Plaster, land 

Pulp wood 

Resm, in barrels 

Rice, in packages, straight carloads 

Sad irons, in boxes or barrels 

Sand, sand facing, and fire sand 

Seed, mustard, in packages 

Sheep dip (liquid), O. B. L 

Ship chandlery,.pitoh and tar 

Treenails, in orates or bundles 

Shoes, rings, tires, or dies (for quartz mUls), also cams 
and tappets, iron or steel — 

Soda ash and soda carbonating compounds (may be 
shipped in sacks), caustic soda (O. R. sifting, wet and 
injury caused by corrosion), and hypo-sulphate (hypo- 
sulphite), nitrate (may be shipped in sacks), silicate 
and sulphate of soda, in packages, boxes, or iron 
drums - - - 

Pipe, oast-iron, including connections 



75 
80 
76 

120 
115 

lis 

80 
100 



125 
125 
115 
115 
60 
50 
60 
75 

85 
75 
75 

95 



90 
100 
70 
65 
SO 
60 
100 
80 
100 
60 
SO 
80 

75 



86 
90 
76 

125 
125 
125 
85 
100 



125 
125 
125 
125 
75 
50 
60 
75 

100 
100 
80 

85 



90 
100 
75 
75 
65 
65 
85 
SO 
120 
65 
65 
85 



85 
80 
85 

125 
126 
125 

a) 

100 



100 
85 



125 
X26 
125 
125 
75 



85 

85 
85 
100 



95 
100 
75 
75 
75 
75 
100 
80 
100 
75 
75 



75 



90 

75 

135 

125 
125 
85 
100 



100 

75 



125 
125 
125 
75 



100 
100 



90 
100 
75 
75 



85 



85 
90 
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Btatement showing rates on various commodities, from New Yorle, N. Y., etc- 

Continued. 



Commodities. 



Mattresses, metallic, wire cots, wire and spring beds 
and bottoms, and canvas cots 

Bledges, wedges, and mauls, iron or steel, in boxes, bbls., 
or crates 

Insulators, terra cotta or clay (lor use in buildings for 
protection against fire), boxed, crated, or in bbls 

Hmingcars, or parts thereof, K. I>. loaded on standard- 

rage cars 
castor, cocoanut, com, rubber, cotton seed, rape 
seed, dead, kalon, lard, linseed, neat's-foot, red, resin 

or " Y," and tallow, in cans, boxed or in bbls 

OH, lucol, in barrels, O. B. L 

Teiia cotta, building, O. K. B - 

Tin-can tops, packed solid In boxes 

Cmmed fisb, canned dam juice and canned clam 

chowder 

Lime, acetate of, in barrels, boxes, casks, or iron drums. 
Iron or steel: Sheet No. 12 and lighter (black or galvan- 
ized, but exclusive of planished or Kussia), not bent 
or punched, corrugated N. O. S., including ridge 

loUs, straight or mixed C. L 

SaUroad spikes ■- 

Shingle bands, iron or wire, in crates or bundles..'. 

File brick and fire clay , 

Calcium, chloride of, in iron drums 

Ties, baling 

Stone, rough, sawed or cut to dimension, not polished . . 

Bilex, in packages ^ — 

Canned beans and peas, straight carloads 

Canned com, boxed, straight carloads 

Pop com, in packages 

Oil, creosote or tar, in bbls. or cans, boxed 

Ftirniture, viz: Sideboards, buffets, combination buf- 
fets and sideboards and chiffoniers, net cost of each 

piece not to exceed $16.00 ^ 

Structure iron, viz: 

Angles, channels, beams, etc 

Bridge and wharf material, viz: Iron or steel beams, 

columns, girders, etc 

Tank or reservoir material, viz: Beams, columns, 

-and circular frames for tops 

Washers, straigiht carloads 

Steel rails, per ton 2,240 lbs 

Fastenings, " " 2,000 " 

Phosphate rock. 



Morgan and Mallory 
Lines. 



Nails and spikes (not including R. B. spikes), cut or 
wire N. O. S., in boxes or kegs, and wire (fence) 
iron or steel; smooth annealed No. 12 or heavier, 
plain or galvanized; barbed galvanized or painted; 
staples, strai^t or mixed C. L 

Nails, cement coated, in boxes or kegs 

Bails (tncluding Tnining rails) and ties, iron or steel, 
iodading fastenings, viz: splices, B. B. spikes, tie 
plates, track bolts, and washers 

S^li weights and balance weights, for folding beds and 
lounges 

Silica mulverlzed) or sllex 

Stoves (east iron), cooking, heating, etc 

mSfiup (com, glucose, maple, or rock candy) and 

^ Iholasses 

Tin and teme plate, in boxes, fully released against 
vf^t, rust and damage to package or contents 

Wite (fence), barbed, including staples, steel stay 
guards, ana stretchers : 

Wire, iron, plain, galvanized, etc 

Bice, brewers' 

Cotton seed oil 



teed, poultry, made from ground bones, grits, etc., 
in sacks 



Prior to 

Jany. 1, 

1909. 



100 
75 
80 



85 
60 
65 
50 
50 
65 
60 
60 
90 
90 
100 
75 



160 
85 



85 



75 

66 

$10.00 

10.00 



80 

50 
50 
125 

75 

75 

65 
65 



In effect 
Jany. 1, 



110 
85 
90 

140 



100 
100 
75 
85 

90 
75 



95 
a $11. 00 
80 
SO 
75 
80 
55 
75 
90 
90 
100 
55 



175 



80 
11.00 
11.00 

60 



C$11.00 

50 
75 
130 

75 

55 

70 
70 
66 
dlOO 
SO 



Other Lines. 



Prior to 

Jany. 1, 

1909. 



100 
75 
80 



95 



75 
175 



(•SO 
!>80 



75 

75 

135 

90 

75 

80 
80 
75 



In effect 

Jany. 1, 

1909. 



110 
85 
90 

no 



100 
100 
SO 
85 

95 
75 



95 



80 



75 
80 



75 
95 
95 
100 



175 



80 
80 



85 
85 



75 
130 



75 



85 
85 



"100 



a Per ton 2,000 lbs. 
i> Per 100 lbs. 



c Per ton 2,240 lbs. 

d Does not apply on tank cars. 
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Btatement showing rates on various commodities, from New York, N. Y., etc.— 

Continued. 





Morgan and Mallory 
Lines. 


Other Lines. 


Commodities. 


Prior to 


In effect 

Jany. 1, 

1909. 


Prior to 
T95i.^' 


Inpflect 


Copper, sulphate of (bluestone) 


60 
60 
60 
70 


75 
65 
65 
70 

60 
75 
60 
50 

80 
75 
55 
50 
75 
60 
120 
60 


75 
75 
75 
80 


75 


Car wjieels and axles 


Rice polish (rice dust), rice bran, or rice liulls 




TUe, roofing 


80 


Rags, in packages (will not apply In connection with 
New York and Texas S. S. Co.) 




70 
50 
SO 

75 
7S 
50 
45 
77i 
60 
120 
60 






AsphaltnTn... 












Cement work, for building purposes (not including 


80 
85 


80 
75 


Grape sugar 


Strawboard, in crates or bundles 




Cement, in packages .... 






Carbon, clinker 




75 




75 
125 


75 






Oro^ ^rfln^ p'OllTi , . , . , 











Q. The tariffs referred to in these exhibits show the same rates 
east of the Missouri River by all lines to the Pacific Coast terminal 
points, including New Orleans as a Mississippi Eiver point, do they 
not? 

A. Yes, sir. 
1463 Q. So that freight from New Orleans could move by the 
Union Pacific to the California terminal points ? 

A. Yes, sir. 

Q. Now, have you examined certain import commodity tariffs, 
making rates from foreign ports via New Orleans to Pacific coast 
terminal points by the way of the Union Pacific? 

A. Yes, sir. 

Q. By Union Pacific, I mean the Council Bluffs gateway ? 

A. Yes, sir. 

Q. Or the Kansas City gateway. 

Papers marked Complainant's Exhibits 85 to 96 (White) inclusive. 

Q. I show you Complainant's Exhibits 85 to 96. Please state 
whether these are the tariffs which yo.u mentioned, naming rates 
from foreign ports by steamship lines to New Orleans and from New 
Orleans via the Union Pacific and connections to Pacific coast ter- 
minal points. 

A. Yes, sir. 

Mr. Kellogg. I offer in evidence Complainant's Exhibits 85 to 96 
(White). 

Complainant's Exhibits 85 to 96 (White) are as follows : 



WHITE — COMPIiAINANT's EXHIBIT 85. 891 

Complainant's Exhibit 85. (White.) 

Tariff No. A-15954. I. C. C. No. J-1434. 

ILLINOIS CENTEAL EAILEOAD COMPANY 

AND 
UNION PACIFIC EAILEOAD COMPANY. 



JOINT FEEIGHT TAEIFF. 



Issued Nov. 17th, 1905. Effective Nov. 17th, 1905. 

Expires with shipment. 

FEOM i 

HAMBUEG, GEEMANY 

(exS.S." Dortmund") 

TO 

SEATTLE, WASH. 
Via Co. Bluffs and U. P. 

ON 

25 c/s EAETHENWAEE 

Per 100 lbs. 
$1.15 

(This includes cost of handling from shipside to cars.) 

F. B. Bowes, F. T. M., Henry Baujwin, F. F. A., 

Chicago, 111. New Orleans, La. 

Issued by : 

T, J. Hudson, G. T. M., W. M. Ehett, G. F. A., 

Chicago, 111. Chicago, 111. 

ICC JWC JFS EK Agt. Co. Bluffs TJH AGH EHWood, 
GFA, Omaha. (038). 

71535— VOL 2—09 25 



892 WHITE — complainant's exhibit 86. 

CoMPLAiiir ant's Exhibit 86. (White.) 

Tariff No. A-15979. I. C. C. No. J-14S9. 

ILLINOIS CENTEAI. KAILKOAD COMPANY 

AND 
UNION PACIFIC RAILKOAD COMPANY 



JOINT FREIGHT TARIFF. 



Issued Nov. 22lad, 1905. Effective Nov. 22nd, 1905. 

Expires with shipment 

FROM 

ANTWERP, BELGIUM 
(exS. S. "Oxonian") 

TO 

SAN FRANCISCO, CALIF. 
Via Co. Bluffs and U. P. E. R. 

ON 

' 100 c/s CHAMPAGNE 

Per 100 lbs. 

$1.50 

(This includes cost of handling from shipside to cars.) 

F. B. Bowes, F. T. M., Henet Baldwin, F. F. A., 

Chicago, 111. New Orleans, La. 

Issued by : 

T. J. Hudson, G. T. M., W. M. Rhett, G. F. A., 

Chicago, 111. Chicago, lU. 

ICC JWC RH Agt Co. Bluffs TJH ACH EHWood (038). 
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Gqmplainant's Exhibit 87- (White.) 

ILLINOIS CENTRAL RAILROAD COMPANY. 

Tariff No. A-14324. I. C. C. No. J-405. 



JOINT FREIGHT TARIFF. 



Issued May ith, 1905. Effective May 4th, 1905. 

Expires with shipment. 

FROM 

BORDEAUX, FRANCE 

(exS. S.*' Mexican") 

TO 

SAN FRANCISCO, CAL. 
Via Council Bluffs and Union Pacific 

ON 

50 cases WINE 

Per 100 lbs. 
$1.50 

(This includes cost of handling from shipside to cars.) 

F. B. Bowes, A. T. M., Henky Baldwin, F. F. A., 

Chicago, 111. N'ew Orleans, La. 

Issued by : 

T. J. Hudson, T. M., W. M. Rhett, G. F. A., 

Chicago, 111. Chicago, 111. 

ICC-JWC-MDRr-TJH-AGH^Agent Co. Bluffs, EHWood, GFA, 

Omaha, Neb. 
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Complainant's Exhibit 88. (White.) 

Tariff No. A-16444. I. C. C. No. J-2024. 

ILLINOIS CENTEAL EAILROAD COMPANY 
AND 
UNION PACIFIC RAILROAD COMPANY 



JOINT FREIGHT TARIFF. 



Issued Feb. 19, 1906. Effective Feb. 19, 1906. 

Expires with shipment. 

FROM 

ANTWERP, BELGIUM 

(ex S. S. "Asian") 

TO 

SAN FRANCISCO, CALIF. 
Via Co. Bluffs and U. P. R. R. 

On Per 100 lbs. 

180 Cases Mineral Water 80c. 

5S0 Cases Window Glass 80 

(This includes cost of handling from shipside to cars.) 

F. B. Bowes, F. T. M., Henet Baldwin, F. F. A., 

Chicago, 111. New Orleans, La. 

T. J. Httdson, G. T. M., Issued by : 

Chicago, lU. W. M. Rhett, G. F. A., 

Chicago, 111. 

ICC JWC JFS RH Agt Co. Bluffs TJH AGH EHWood^ 
GFA, Omaha (038). 
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Complainant's Exhibit 89. (White.) 

Tariff No. A-17071. I. C. C. No. J-2151. 

ILLINOIS CENTEAL EAILEOAD COMPANY 

AND 

UNION PACIFIC EAILEOAD COMPANY 



JOINT FEEIGHT TARIFF. 



Issued March 9th, 1906. Effective March 10th, 1906. 

Expires with Shipment. 

FEOM 

ANTWEEP, BELGIUM 

(exS.S." Michigan") 

TO 

SAN FEANCISCO, CALIF. 
Via Co. Bluffs and U. P. E. E. 

ON 

238 Cases Mineral Water 

Per 100 Lbs. 
80 c. 

(This includes cost of handling from shipside to cars.) 

F. B. Bowes, F. T. M., Henkt Baldwin, F. F. A., 

Chicago, 111. New Orleans, La. 

T. J. Hudson, G. T. M., Issued by: 

Chicago, HI. W. M. Ehett, G. F. A., 

Chicago, lU. 

ICC JWC JFS EK Agt Co. Bluffs TJH AGH EHW (038). 
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Complainant's Exhibit 90. (White.) 

Tariff No. A-lSSOl. I. C. C. No. J.-418i. 

ILLINOIS CENTRAL RAILROAD COMPANY 

AND 

UNION PACIFIC RAILROAD GO. 

OREGON SHORT LINE R. R. 



JOINT FREIGHT TARIFF. 



Issued Sept. 17th, 1906. Effective Sept. 17th, 1906. 

Expires with shipment. 
FROM 

ANTWERP, BELGIUM 

(ex S. S. " Kingstonian ") 

To On 

Per 100 Lbs. 

Pueblo, Col. 18 cases Window Glass 90c 

Denver, Col. 2 cases Crockery ^ ^-^^-^-. $1.09 

San Francisco, Cal. 480 cases Window Glass . 80 

Salt Lake City, Utab 2 cases Toys 2.80 

Do. 4 " Crockery 2.00 

Via CouncU Bluffs and U. P. R. R. 

Issued by 

W. M. Rhett, G. F- a., 
' Chicago, 111. 

T. J. Hudson, G. T. M., 

Chicago, 111. Henet Baldwin, F. F. A., 

New Orleans, La. 
F. B» Bo-WeS, FTM, 

Chicago, 111. 

ICC-JWC-JFS-AGH-RK Agent Council Bluffs, E. H. Wood, J. A. 
Reeves, 12 copies. (0-38-Antwerp.) 
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ComMiAinakt's Exhibit 91. CVVhite.) 

Tariff No. A-19099. I. C. C. No. J-4579. 

ILLINOIS CENTRAL EAILROAD COMPANY 

UNION PACIFIC RAILROAD COMPANY 

AND 

SOUTHERN RAILWAY COMPANY 



JOINT FREIGHT TARIFF. 



Issued Nov. S, 1906. Effective Nov. 6, 1906. 

Expires with Shipment. 

FROM 

ANTWERP, BELGIUM, 

(ex S. S. "Michigan") 

To On Per 100 lbs. 

Oakland, Cal. 180 cases Wash Blue ,__ 9Sc. 

San FranciscQi Cal. 459 cases Window Glass 80 

Via Council Bluffs, la. U. P. & S. P. 

Issued by : 

W. M. Rhett, G. F. a., 

Chicago. 

T. J. Hudson-, G. T. M., 

Chicago. Henry Baldwin, F. F. A., 

New Orleans, La. 
F. B. Bowes, F. T. M., 

Chicago. 

ICC JWC JFS RK Agt. Council Bluffs, la. AGH CCC 
EHWood GWLu«e, GFA, San Fran. Cal. 

V (038) 25 
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Complainant's Exhibit 92. (White.) 

Tariff No. A-19327— Corrected. I. C. C. No. J-4807— Corrected. 

ILLINOIS CENTKAL KAILKOAD COMPANY 

UNION PACIFIC R. K. CO. ' 

AND 

SOUTHERN PACIFIC RAILROAD CO. 



JOINT FREIGHT TARIFF. 



Issued Dec. 29, 1906. Effective Dec. 31, 1906. 

Expires with Shipment. 

FROM 

HAMBURG, GERMANY, 

(ex S. S. " Manchester Spinner ") ' 

TO 

SAN FRANCISCO, CALIF. 
Via Council Bluffs, la. U. P. and S. P. R. R. 

ON 

400 Bdls. RATTAN 

Per 100 lbs. 
$1.31 

Issued by : 

W. M. Rhett, G. F. a., 

Chicago, 111. 

T. J. Hudson, G. T. M., Donald Rose, G. E. A., 
Chicago. London, Eng. 

F. B. Bowes, F. T. M., Henet Baldwin, F. F. A., 
Chicago. New Orleans, La. 

ICO JWC JFS RK Agt. Co. Bluffs, la. AGH CCC EHW 

GWL (038) 
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Complainant's Exhibit 93. (White.) 

Tariff No. 19327. I. C. C. No. J-4807. 

ILLINOIS CENTEAL EAILEOAD COMPANY 

UNION PACIFIC EAILEOAD COMPANY 

AND 

SAN PEDEO, LOS ANGELES AND SALT LAKE E. E. CO. 



JOINT PEEIGHT TAEIFF. 



Issued Dec. 29, 1906. Effective Dec. 31, 1906. 

Expires with Shipment. 

FEOM 

HAMBUEG, GEEMANY, 

(ex S. S. " Manchester Spinner ") 

TO 

SAN FEANCISCO, CALIF. 
Via Council Bluffs, la., U. P. and S. P. L. A. & S. L. 

ON 

400 Bdls. EATTAN 

Per 100 lbs. 
$1.31 

Issued by : 

W. M. Ehett, G. F. a., 

Chicago. 

T. J. Hudson, G. T. M., Henry Baldwin, F. F. A., 
Chicago. New Orleans, La, 

F. B. Bowes, F. T. M., Donald Eose, G. E, A., 
Chicago. London, Eng. 

ICC JWC JFS EK Agt. Co. Bluffs, la. 
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Complainant's Exhibit 94. (White) 

Tariff No. A-17463. I. C. C. No. J-2543. 

ILLINOIS CENTEAL EAILEOAD COMPANY 

AND 

UNION PACIFIC EAILEOAD COMPANY. 

FEOM 

LONDON, ENGLAND, 

(ex S. S. "Asian ") 

To On Per 100 Ib& 

Salt Lake City, Utah. 250 Pltgs. Beer 91c 

Denver, Colo. 275 Pkgs. Beer (59 

San Francisco, Cal. 58 Cases Tea 190 

Via Council Bluffs and U. P. E. E. 

F. B. Bowes, F. T. M., Henry Baldwin, F. F. A, 

Chicago, 111. New Orleans, La. 

T. J. Hudson, G. T. M., Issued by : 

Chicago, 111. W. M. Ehett, G. F. A., 

Chicago, 111. 

ICC JWC JFS EK Agt. Co. Bluffs TJH AHG EHWood, 
GFA, Omaha. (038) 20 
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Complainant's Exhibit 95. (White.) 

Tariff No. B-14164 I. C. C. No. J-1960 

Cancels No. A-14164. Cancels I. C. C. No. J-256. 

ILLINOIS CENTRAL KAILEOAD COMPANY, 

Atchison, Topeka & Sante Fe Ry. Minneapolis & St. Louis R. R. 

Chicago, Burlington & Quincy Oregon R. R. & Navigation Co. 

Ry. Northern Pacific Railroad 

Chicago, Milwaukee & St. Paul Oregon Short Line 

Ry. St. Louis & San Francisco R. R. 

Chicago & Northwestern Ry. Southern Pacific Ry. Co. 

Great Northern Railway Co. Union Pacific R. R. Co. 



JOINT FREIGHT TARIFF. 



FROM 

PROGRESO, YUCATAN, 

TO 

San Francisco, Cal. Portland, Oregon. 

Seattle^ Washington. Tacoma, Wash. 



^ Applying on. 


Per 100 pounds, i 


SISAL, IXTLE or ISTLE, C. L., (minimum weight 
24,000 Iba.) 


70 cents. 



iBStied March 15, 1906. Taking Effect March 15, 1908. 

F. B. Bowes, Henby Baldwiit, 

F. T. M., Chicago F, F. A., New Orleans, La. 

T. J. Hudson, Issued by : 

G. T. M., Chicago W. M. Rhett, 

G. F. A., Chicago 

(File P-36-T.) Div. Sheet A-5056. 
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Complainant's Exhibit 96. (White.) 

Tariff No. C-14164 I. C. C. No. J-2436 

Cancels Tariff No. B-14164. Cancels I. C. C. No. J-1960. 

ILLINOIS CENTRAL RAILROAD COMPANY. 

Atchison, Topeka & Santa Fe Ry. Minneapolis & St. Louis R. R. 

Chicago, Burlington & Quincy Oregon R. R. &• Navigation Co. 

Ry. M'pls. St. Paul & S. S. Marie Ey. 

Chicago, Milwaukee & St. Paul Northern Pacific Ry. 

Ry. Oregon Short Line 

Chicago & Northwestern Ry. St. Louis & San Francisco R. R. 

Canadian Pacific Ry. Southern Pacific Railway 

Great Northern Ry. Union Pacific R. R. 



JOINT FREIGHT TARIFF. 



FROM 
PROGRESO, YUCATAN, 

TO 

San Francisco, Cal. Portland, Oregon 

Seattle, Wash. Tacoma, Wash. 



applying on 


Per 100 Lbs. 


SISAL, IXTLE or ISTLE, C. L. (Minimum 
Weight 24,000 lbs.) 


70 cts. 



Issued May 3, 1906. Taking Effect May 4, 1906. 

F. B. Bowes, Henky Baldwin, 

F. T. M., Chicago, 111. F. F. A., New Orleans, La. 
T. J. Hudson, Issued by : 

G. T. M., Chicago, 111. W. M. Rhett, 

G. F. A., Chicago, 111. 

(Filje, P 35 T.) Div. Sheet A 5056 



I( 
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I Q. Will you make and put in as a part of your testimony a map 
showing what is included in New York common points, Pittsburg 
and Buffalo common points, Cincinnati and Detroit common points, 
Chicago and common points, Mississippi River common points, Mis- 
souri Eiver common points, such map to be marked Complainant's 
ixhibit 97. 

If A. I will endeavor to obtain such a map, and if I can not obtain 
' it I will make one the best I can. 

1464 Complainant's Exhibit number 97 is reserved for the map 
k, to be produced by the witness. 

HXJomplainant's Exhibit 97 was subsequently produced and offered 
in^evidence by Mr. Severance, and faces this page. 

* , Cross-examination by Mr. Lovett: 

Q. I suppose the purpose of preparing these statements when in- 
tiSbduced was to show that the rates during all this period covered 
by the statements from New York and common points to Pacific 
Coast points by all lines, were the same, with few exceptions ? 

A. Yes, sir. I don't know what the purpose of it was. 

Q. That is the result of the statements, isn't it? 

A. That appears to be the result of the statements; yes, sir. 

Q. As you understand the statements, that is the result of them? 

A. Yes, sir. 
If Q. Is that unusual in railroad tariffs, Mr. White? 

A. Why, I don't know that I ever made a statement before of such 
magnitude as that. 

Q. Well, that doesn't quite answer the question. I asked whether 
that situation was at all unusual in railroad tariffs. 

A. No; to points that are reached by the same road, the conse- 
quence is the rates have to be approximately alike. 

Q. Where railroads furnish anything like equal service between 
the same points and observe published rates, that is absolutely neces- 
sary, isn't it, in the business ? 

A. I should think so. 

Q. I think you said you are in charge of the tariff files of the 
Commission ? 

A. No, sir ; I am not ; I am a clerk there. 

Q. You are a clerk there? 
aA. Yes, sir. 

Q. You have access to all the tariffs, haven't you ? 

1465 A. Yes, sir. 

Q. Were the rates during this same period the same from 
New York and Chicago, for example, by all rail lines ? 
*A. If I understand you rightly, you asked if the rates between 
New York and Chicago were the same during that time by all lines? 
Q. Between New York and Chicago. 

A. Yes, sir; except the so-called differential lines. During the 
summer, of course, where lake traffic is taken into consideration, 
there are lower rates that way; but the rates by the all-rail lines, 
the standard lines, are the same. 



y;UU WHITE THKOCKMOBTOJS . 

Q. That is, all of the rail lines between New York and Ghicaga 
have precisely the same rates, haven't they ? 

A. The standard lines have, yes, sir. 

Q. Do not all railroad lines extending from New York ? 

A. Yes ; all rail lines extending' from New York. 

Q. Do not all the rail lines between New -York and St. Louis have 
the same rates? 

A. As far as I know ; yes. 

Q. And between New York and all Missouri River points? 

A. Those rates are made on a combination of the river, I believe. 

Q. The rates are the same by all- rail lines, aren't they ? 

A. The rates are the same ; yes, sir. 

Q. You would not consider, then, the circumstance that the rates 

are the same via the all-rail lines from the Atlantic seaboard to the 

Pacific coast, and by the Sunset and the Mallory line and its 

1466 connections, at all exceptional, or significant, or anything in 
particular, would you? 

A. Well, if my opinion amounts to anything, I would not. I am 
not a traffic man, and therefore I am not able to give testimony on 
that point. 

Q. What I am trying to show, Mr. White, is that the result of 
these statements with respect to rates from New York and common 
points to the Pacific coast is not in any respect exceptional. 

A. It would not appear so, no, sir. 

Q. Isn't it true, Mr. White, that from the Atlantic seaboard to all 
Mississippi and Missouri River crossings, to Colorado points, Utah 
points, Montana points, and indeed universally, as a rule, under the 
Interstate Commerce Act, where rates are filed under the Interstate 
Commerce Act, that the rates are the same via all lines except where 
agreed differentials are shown by the tariffs? 

A. As far as I know, yes, sir. 

1467 CHARLES WHITNEY THROCKMORTON, 

being duly sworn as a witness on behalf of the complainant, testified 
as follows: 

Direct examination by Mr. Severance : 

Q. Mr. Throckmorton, where do you live ? 

A. Morristown, New Jersey. 

Q. And where do you do business? 

A. 346 Broadway, New York. 

Q. What is your business at present ? 

A. Stock broker. 

Q. How long have you been a stock broker ? 

A. Since March, 1905. 

Q. Previous to that time what was your business? 
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A. I was traffic manager of the National Wholesale Liimber 
Dealers' Association. 
Q. For how long a time did yon occupy that position? 
A. From the latter part of September, 1904. 
Q. Previous to that what was your business? 
A. I was with the Southern Pacific Company. 
Q. Where? 
* A. 349 Broadway, New York City. 

Q. When did you go with the Southern Pacific Company ? 
A. March, 1892. 

Q. And in what capacity did you work for the Southern Pacific 
Company ? 
A. In various capacities. I started in there as a boy in the Claim 
<jj Department; then I was in the Bill of Lading Department, and 
finally in the Soliciting Department of the road, the Traffic Depart- 
ment. 

Q. How long were you in the Soliciting Department? 
A. I think I was there about seven years. 
1468 Q. That is, seven years prior to 1904? 

A. Yes, sir; possibly a little longer; I don't remember the 
exact date. 

Q. What were your duties when you were in the Soliciting Depart- 
ment? What did you do ? 
A. To get freight. 

Q. How did you go to work to get it? 

A. By personal solicitation and correspondence; principally by 
solicitation. 
Q. Calling upon shippers ? 

A. Yes, sir, and connecting lines also. I tried to cultivate all the 
connecting lines that I could. 
Q. Where did the freight originate that you were soliciting? 
A. All over the country. 

Q. It was in both directions — to New York and from New York? 
A. Yes, sir; east-bound and westrbound. 

Q. Originating when west-bound how far from New York — any 
place ? 

A. There was no limit. Wherever I foxmd a shipment I tried to 
get it. 

Q. What service do the soliciting agents as a rule perform for 
shippers ? 

A. If they are good soliciting agents they take care of his business 
for him as much as they can. They explain the movement of the 
; freight, give him the best routes, the best rates, and look after his 
business in general, and keep him posted as to any changes in rates. 
Q. Trace freight? 

A. Yes, sir, and take care of his claims for him. I always regarded 
him as practically the agent of the shipper. You are -paid by the 



902 THEOOKMOKTON. 

railroad, but you would not get any business unless you were the 
agent of the shipper. Try to give him the best information and the 

best rates possible. 
1469 Q. And that in general, you say, would constitute the duties 
of soliciting agents? 

A. Yes, sir. 

Q. During the time that you were at work for the Southern Pacific, 
who was your chief ? 

A. Mr. Hawley was while he was with the road, and after hirr i 
Mr. Spence. 

Q. When did Mr. Hawley leave the road — January 1, 1902 ? 

A. 1902, I think, yes, sir. 

Q. Do you recall the time that the Union Pacific purchased the 
stock of the Southern Pacific ? 

A. I do, yes, sir. 

Q. Certain changes were made in the organization about that time, 
not in New York, but generally I mean. 

A. Yes. 

Q. You remember that occasion, do you ? 

A. I do, yes, sir. 

Q. Previous to that time, in soliciting freight how did you en- 
deavor to route it to the Pacific Coast ? 

A. By the Morgan Line. 

Q. The Sunset Eoute? 

A. The Morgan Line and the Sunset Eoute, via New Orleans, until 
the Galveston Line was put on, and then via Galveston. . 

Q. From territory that was not tributary to the Morgan Line but j 
tributary west of Pittsburg, how did you endeavor to route it? 

A. All-rail Sunset Route to New Orleans. 

Q. After the Union Pacific acquired its interest in the Southern 
Pacific did you have any new instructions with reference to the way 
you should work the freight? 

A. No, sir ; I tried to get business for the line I was really employed 
by. I regarded the Southern Pacific as my road, and that is the road 
I worked for. 

Q. Were any instructions given you as to working for any 
1470 other route than the Sunset Eoute after that time? 

A. I believe there were some general rate divisions shown. 

Q. That is what I want. 

A. Yes, sir, I believe there were such. 

Q. What were they? 

A. Just showing the amount that accrued to the lines west of 
Omaha and the lines west of New Orleans. They were practically 
the same, as I remember. 

Q. Oh, you mean the amount of revenue accruing? 

A. Yes, sir. 
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Q. That is, the Union Pacific and Southern Pacific together re- 
ceived about the same revenue that the Southern Pacific did from 
New Orleans? 

A. Yes, sir, as I remember it. 

Q. Were there any instructions or requests given to you with ref- 
erence to routing traffic by the Union Pacific and Ogden route? 

A. No, sir, I don't believe there were. I regarded that as a second 
route always. 

Q. A second route? 

A. Yes, sir. 

Q. Because the Southern Pacific participated in it? 

A. Yes, sir, naturally. 

Q. From whom did you get this information with reference to the 
amount of revenue accruing to the two lines after 1901 ? 

A. I don't recall exactly. I think Mr. Spence. It was general 
information there in the office — ^the divisions of the rate, the divisions 
of the revenue. 

Q. Did any superior officer at that time tell you to get the long haul 
if you could and the short haul if you could not get the long haul, or 
words to that effect? 

A. No use telling me that; I always tried to get the long haul if 
I could get it. 

Q. If you could not, you would get the short haul ? 

A. Yes, certainly. I would not let a competitor get it, I 
1471 would not let another road get it. 

Q. I direct your attention first to the time prior to 1901. 
Did the Union Pacific have a soliciting agency here? 

A. It certainly did, yes, sir. 

Q. Were you in competition with them? 

A. I was. 

Q. Active or otherwise? 

A. Very active — as active as I could be. 

Q. In endeavoring to route traffic by New Orleans? 

A. Yes, sir. And I used to get it, too. 

Q. You say you used to get it? 

A. Yes, sir. 

Q. Do you recall the percentage of the business out of New York 
for the Pacific coast that went by the Morgan Line? 

A. No. The best of my recollection is we got about 60 per cent of 
it; I think it averaged about that. 

Q. Was that increasing or decreasing from the time you com- 
menced to be soliciting agent down to 1901 ? 

A. I think it was about the same, except the variations that were 
caused by different conditions that existed. Conditions changed 
from time to time and we would lose business from time to time. I 
guess we held our own pretty well. It seems to me it was about the 
same. 

71535— VOL 2—09 26 
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Q. How many men, if you remember, did the Southern Pacific 
have in its soliciting department here in New York up to that time? 

A. About five. 

Q. All employed in this same work that you have spoken of? 

A. Yes, sir. That was in New York City proper. 

Q. Mr. Hawley testified that he had jurisdiction over everything 
east of the Mississippi River. 

A. Yes, sir. 
1472 Q. Did you have any men that traveled out of here ? 

A. No traveling freight agents out of New York, no, sir. 
We had a New York state agent, and then they had men located in 
Boston, Philadelphia and Pittsburg and those places around there. 

Q. And those men were engaged in the same work that you were? ,. 

A. Yes, sir; they reported to Mr. Spence and Mr. Hawley — re-| 
ported to the main office. • 

Q. Did you ever know in those days, prior to 1901, of business be- 
ing secured by changes in rates ? 

A. Yes, sir, I did. I believe we always met competition. j 

Q. And those changes were sometimes made, in the first instance,; 
by one and sometimes by the other? ' 

A. Yes, I suppose they were. 

Q. What have you to say about the question as to whether there 
was any competition here for business to Portland, Oregon ? 

A. I always tried to get all the business I could to Portland or any 
other business on the Pacific coast that we could handle. 

Q. What clasl of business did you work for to Portland ? 

A. Anything that was offered. 

Q. Do you remember what classes of traffic moved to Portland by 
the Sunset ? t 

A. Merchandise, dry goods, machinery, etc. I don't rememberi 
now. That was a good many years ago, and I do not remember 
exactly, but all general business. 

Ql All general business ? 

A. Yes, sir. 

Q. Now, did you have anything to do with soliciting east-bound 
traffic? 

A. Yes, sir. 

Q. What classes? 
1473 A. Dried fruit and canned goods, all the stuff that moved- 
. from California and Oregon and that section of the country. ■ 

Q. And you did solicit east-bound stuff of that character from 
Oregon as well as from California ? 

A. Yes, sir ; canned salmon. 

Q. From Portland? 

A. Yes, sir. Apples and things like that which moved from that 
country. 

Q, From the Willamette Valley? 

A. Yes, sir. 
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Q. Were you successful or otherwise in your efforts to secure ship- 
ments that way ? 

A. Fairly so. We got business from that section. 

Q. What line was your principal competitor out of Portland and 
that vicinity ? 

A. Well, all the lines that ran in there. Of course the Union 
Pacific was, and so were the other lines that handled the business. 
They were all-rail lines. 

Q. Which was the strongest competitor out of Portland — the Union 
Pacific or the Northern Pacific? 

A. I don't know. They were about the same, I suppose. 

■Q. Both lines? 

A. They were all working for it. 
1474 Q. Did you have to do with shipments to Colorado and 
Utah common points? 

A. I did, yes, sir. 

Q. What is the nature of the traffic that moves from New York 
to those places? 

A. The same thing; general dry goods, machinery and everything 
of that character. 

Q. All classes? 

A. All classes of goods, yes, sir. 

Q. Is that quite a considerable traffic or is it very light? 

A. It used to be very spasmodic, as I remember it, especially to 
Colorado. 

Q. What about Utah? 

A. Well, Utah was I think more steady than Colorado. Colorado, 
though, always used to slow up till about November or December, 
and then there would be a big rush of it, as I remember offhand. 

Q. Take the year all together in the aggregate; was it a large 
business ? 

A. Yes, sir, a pretty good business. We always carried some stuff 
out there. 

Q. What is that? 

A. We always carried some business out there, as I remember it. 

Q. Mr. Hawley stated that the line to Galveston was not put on 
till 1901, I think. 

A. Yes, sir. 

Q. What is your recollection about that? 

A. I think it was put on about 1897. I do not remember the 
exact date, but I believe it was put on prior to the Spanish war. 

Q. You think it was prior; to the Spanish war? 

A. Yes, sir. 

Mr. LovETT. He is entirely mistaken about that. 

Mr. Severance. Who? 

Mr. LovETT. The witness. 
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Mr. Severance. He is mistaken? Mr. Hawley was right, was 
he? 
1475 Mr. LovETT. Yes. It was after 1901. 

Mr. Spence. .1903, I think. Mr. Hawley left in 1902 and 
it was put on after he left. 

Mr. Severance. It was after that? 

Witness. Well, we were running a line there in competition with 
the Lone Star Line during the Spanish war. 

Mr. Spence. No; we were running from New Orleans. 

Witness. Mr. Spence is probably right. I remember the compe- 
tition there with the Lone Star Line. 

Mr. Severance. Probably it was 1903, then. 

Witness. Then I must be mistaken. 

Q. Mr. Hawley testified you did have occasional business. 

A. We did have that in the cotton season, and things like that; 
but I remember that competition between the Lone Star and the 
Morgan Line. The rates got down to nothing, pretty near. 

Q. On what classes of traffic was that competition that you speak 
of? 

A. Oh, on everything. 

Q. To what points? 

A. Principally Texas, local business. The competition at that 
time was the Lone Star competition. 

Q. Did you have anything to do with the passenger business, or 
only with the freight business? 

A. No passenger business, no, sir, except if I ran across anybody 
going there I would always try to get him to go by the Southern 
Pacific, but I didn't solicit business or try to get it. 

1476 Cross-examination by Mr. Lovett: 

Q. During your connection with the Southern Pacific Com- 
pany, it was interested in two lines engaged in traffic from this 
country to the Pacific coast, wasn't it, Mr. Throckmorton? 

A. Well, the one via Ogden and the other via — three lines all-rail; 
the Morgan Line from here, and all-rail via New Orleans and via 
Ogden. 

Q. Well, it had what is called the Stinset Eoute? 

A. Yes, sir. 

Q. Embracing the Morgan lines from New York to Galveston; I 
call that one line. 

A. Yes, sir. 

Q. You speak of that as two. And then the rail lines from the 
Gulf, either New Orleans or Galveston, or both, to California points 
and Portland. That was commonly called the Sunset Eout6j 
wasn't it? 

A. Yes, sir. And then the other line, the Central Pacific line, was 
one of our lines. 
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Q. That is one of the lines extending from the Pacific coast to 
Ogden? 

A. Yes, sir. 
*" Q. Wasn't that always regarded as a Southern Pacific line ? 

A. It certainly was ; yes, sir. 

Q. I understood you to testify that in soliciting freight your first 
effort was to work it by the Sunset? 

A. The Morgan line ; yes, sir. 

Q. And if you could not work it that way you would then try to 
work it via the Ogden route ? 

A. No, sir ; I tried "to work it by the Sunset, all rail. 

Q. To where? 

A. To the Coast via New Orleans. 

Q. From this territory? 

A. From this territory ; yes, sir. 

1477 Q. Rather than by Ogden? 

A. Oh, certainly. l^ 

Q. How was that at Pittsburg and west of Pittsburg? 

A. Well, it would depend upon just where it was located, but 
ordinarily we would try to get it via New Orleans, if we could possi- 
bly handle it that way. It all depended on the time; that all entered 
into it — -the time of the year. If the connecting line had a car I 
would trade it off with them, if I could. 

Q. Over what lines would it go by rail to New Orleans from this 
territory ? 

A. Any of the trunk lines out of here ; the Louisville & Nashville, 
the Queen & Crescent ; any of those lines to New Orleans. 

Q. What do you mean by the trunk lines? 

A. The Pennsylvania or any of the lines out of here; any of the 
big lines — Baltimore & Ohio, Pennsylvania ; any of them. 

Q. During what period did you work traffic that way ? 

A. As long as I was there. 

Q. During the whole period you were connected with the com- 
pany? 

A. Yes, practically. 

Q. What was your connection in soliciting traffic in the territory 
north of the Ohio Eiver and Ohio River points, and west of Pitts- 
burg and Buffalo? 

A. Well, in this way : If I located a car and could get the routing 
here, I got it; if not, I notified Neimyer, the man in Chicago, so he 
would solicit whoever controlled it, or the consignees. 

Q. Mr. Neimyer in Chicago was in the active work of that terri- 
tory, was he not? 

A. He was ; yes, sir. 

Q. Did you understand that his effort always was to work by way 
of the Ogden route ? 

A. Well, it depended. North of the Ohio River? 

1478 Q. North of the Ohio River points. 

A. Why, I think it was; yes. That would be the natural 
route for it to move; better time and everything. 
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Q. Prior to 1901, as well as subsequently? 

A. Yes, sir. 

Q. Wasn't the real competition from this teritory to Pacific coast 
points mainly between the all-rail lines in connection with the 
Atchison and the Sunset Route ? 

A. Well, I regarded them all as competitors. 

Q. You regarded them all as competitors ? 

A. Yes, sir ; any line out of here. 

Q. Competitors of what — the Sunset Route ? 

A. Of the Sunset Route ; yes, sir. 

Q. There was no other way for the Union Pacific or any of the 
other lines out of here to get that traific to the Pacific coast except 
by the Southern Pacific or Atchison, was there ? 

A. Sometimes spasmodically there might have been. 

Q. There was no other rail-line to the Pacific coast? 

A. No other rail-lines. The Union Pacific could not get in except 
through that way. 

Q. The Union Pacific's traffic to and from the Pacific coast was 
interchanged entirely with the Southern Pacific at Ogden, wasn't it? 

A. Except at Portland. 

Q. How is that? 

A. Except at Portland. 

Q. Well, I mean points south. 

A. Yes, points south ; Sacramento and south. 

Q. It couldn't make rates to or from California, lawfully, without 
the concurrence of the Southern Pacific, could it, under the Inter- 
state Commerce Act? 

A. Not under the Interstate Conimerce Act; no, sir. 
1479 Q. That is, it could not lawfully make a rate without the 
Southern Pacific Company, into California? 

A. No, sir. 

Q. Mr. Hawley testified this morning that he didn't think that 
the Southern Pacific's share of the Portland business from the At- 
lantic seaboard amounted to as much as three per cent. How does 
your impression 

A. Well, I think he is better able to judge it than I was. 

Q. It was a very small traffic, wasn't it ? 

A. Well, comparatively speaking it was, yes, sir; compared with 
any other points out there. 

Q. There was a difference of upwards of 1,500 miles in distance, 
in length of haul, wasn't there ? 

A. I beg pardon. 

Q. There was a difference of upwards of 1,500 miles in favor of the 
all-rail line? 

A. Yes, sir, there was. 

Q. Now, Mr. Throckmorton, didn't the same competition, the same 
rival solicitation by the Union Pacific and the Southern Pacific con- 
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tinue after 1901 as before, as long as you were connected with the 
company ? 

A. It certainly did. 

Q. Weren't you as strenuous in getting business for the Sunset 
Route as against the all- rail lines then as you were before? 

A. I certainly was ; yes. 

Q. Was there any lessening of activity on the part of the all-rail 
lines? 

A. I didn't notice it. I think they rather increased in activity, if 
anything, on the part of the Morgan line and the Southern Pacific. 

Q. Did the Union Pacific solicit as aggressively against the Sunset 
afterwards as it did before 1901 ? 

A.- As far as my knowledge goes it certainly did, yes, sir. 

1480 Q. I believe you testified that you did not require any in- 
structions to work business by the way in which you could get 

the most revenue; that you did that anyhow? 

A. I naturally did, being a Southern Pacific man. I would do it 
anyway. Anybody in any business would do it the way they could 
get the most money out of it. 

Q. Having several routes you naturally selected the one that af- 
forded the most revenue? 

A. Yes. The only occasion to deviate from that would be a block- 
ade, or some physical reason. 

Q. Unless favored by the Southern Pacific as against the Denver 
& Rio Grande, the Union Pacific was practically at the mercy of the 
Southern Pacific with respect to California and Pacific coast busi- 
ness south of Portland, wasn't it ? 

A. You mean in routing it? 

Q. At any time. 

A. Yes, sir. 

Q. You are familiar with the situation of those lines, aren't you? 

A. I am, yes, sir. 

Q. That the Union Pacific extends merely from the Missouri River 
to Ogden ? 

A. Yes, sir. 

Q. It is an intermediate carrier, without any rate-making power 
with respect to transcontinental business ? 

A. It was. 

■Q. And for the Pacific coast business it was dependent upon the 
Southern Pacific ; I mean south of Portland ? 

A. Well, that is when we controlled it. 

Q. Wasn't it whether you controlled it or not ? 

A. No, sir, it wasn't. 

Q. It is the only outlet to the Pacific coast, isn't it? 

A. Yes, but they could get cars that we had no control over 

1481 at all, couldn't they? We would get the business anyway. They 
didn't want to depend upon us, because they had all those 

other connections working here. 
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Q. What I mean is that the business originating for instance on 
the Pacific coast and delivered to the Southern Pacific Company, 

A. Oh, absolutely. East-bound you are talking about? 

Q. Yes. 

A. Yes, sir. 

Q. Wasn't that also true of west-bound business ? 

A. No, it was not. 

Q. How did the Union Pacific get it there without using the South- 
ern Pacific west of Ogden ? 

A. Oh, we would get it anyway. 

Q. Well, that is what I say. 

A. The Southern Pacific would get it, certainly; of course they 
would. I thought you said that the Union Pacific controlled it, that 
they were dependent upon us for California business. They were not, 
because they could get it anywhere they wanted it. 

Q. They were dependent on 

A. They had to give us the business. 

Q. >In either case? 

A. They certainly did in either case. 

Q. The business to Colorado points in this territory was generally 
small in volume, wasn't it ? 

A. It would be all comparative. I wouldn't say it was small. I 
think we carried quite a good deal of it. 

Q. It was a comparatively small traffic of the Southern Pacific, 
wasn't it ? 

A. Well, of the total tonnage you mean ? 

Q. Of the tonnage of the Morgan line, we will say. 
A. Yes, it was. 
1482 Q. As compared with the business for Texas, or the Pacific 

coast, or for Louisiana? 
, A. Yes, sir. 

Q. It was very small compared with that traffic ? 

A. Well, I am not able to say it was very small. 

Q. Do you know about the volume of it, then ? 

A. I don't know the exact tonnage, no. As I said, it moved 
spasmodicall3\ It used to be controlled a good deal by the situation 
out there in rates, and so forth. Sometimes there would be quite a 
rush of business out there and they would all hold back, they wouldn't 
order any business for quite a while, and then there would be quite 
a tonnage moved. I don't know anything about it. 

Q. Where was it controlled ? Out there or here ? 

A. Oh, both ends. Sometimes the consignees controlled, and some- 
times the shippers. 

Q. What did the traffic consist of, principally? 

A. Well, it consisted of groceries and dry goods and machinery; 
all general merchandise. 

Q. If that moved all-rail over what lines would it reach Colorado, 
or over what lines might it reach Colorado ? 
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'"a: The Union Pacific and the D. & E. G. would be the final lines, I 
think. 

Q. Are the Union Pacific and the D. & E. G. the only lines oper- 
ating between the Atlantic seaboard and 

A. Oh, no ; the Terminal Lines. 

Q. I didn't ask you about the terminal lines. 

A. I beg your pardon. It would go all-rail from Omaha and go 
on through out there. Then the Lake competition, when- that was 
open. 

1483 Q. The principal haul would be over the lines east of the 
Missouri Eiver, in the matter of distance, wouldn't it? 

A. Yes, sir. 

Q. And west of Chicago, or the Missouri Eiver, it could go via 
the Union Pacific or the Atchison or the Eock Island or the Missouri 
Pacific or the Burlington or any one of those several lines? 

A. Yes, sir, all those lines. 

Eedirect examination by Mr. Severance: 

Q. One question that Judge Lovett was asking you about ; whether 
the Southern Pacific did not control the getting of business by the 
Union Pacific to the Pacific coast. Now, the consignor or consignee 
controls the routing, does he not? 

A. Yes, sir. 

Q. In most cases? 

A. Very largely, yes, sir. 

Q. And if the Union Pacific's soliciting agent could induce the 
consignor or consignee to route his car by the Union Pacific the 
Southern Pacific had nothing to do with it except to haul it from 
Ogden to San Francisco? 

A. That is all, yes, sir. 

Q. It had nothing to do with the selection of the route ? 

A. No, sir. 

Q. And that is the work that was done by the soliciting agent of 
the Union Pacific, was it not ? 

A. Yes, sir ; that is what they tried to do. 

Q. And you, acting for the Southern Pacific, were trying to get 
thiat business to go via New Orleans? 

A. Yes, sir. 

Q. In worldng as you did, as a last resort, you said, where you 
couldn't get the long haul taking the short haul, working 

1484 the business by Ogden, did you discriminate, prior to 1901 as 
between the Union Pacific and the Denver and Eio Grande in 

reaching there, or did you work with both of them ? 

A. I worked with every line, but principally the Union Pacific. 

Q. But you did work with the Eio Grande, didn't you ? 

A. Sometimes, yes, sir. 

Q. Where you could get business that way? 
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A. Yes, sir, if I could get it by reciprocity; if I could exchange 
cars I took it — or the initial lines. 

Q. And where you couldn't you took it by the Sunset Route? 

A. Yes, sir. 

Q. You knew about shipments by Panama, did yon not, Mr. 
Throckmorton ? 

A. Yes, sir, I did. 

Q. What is the distance to San Francisco by way of Panama? 

A. I don't know. 

Q. It is a great deal farther than by the Sunset Eoute ? 

A. Naturally, yes, sir. 

Q. That was a factor in the competition, wasn't it? 

A. Yes; business that moved via Panama. 

Q. Do you know about ships going around through the Straits 
of Magellan ? 

A. Yes, sir. 

Q. Do you know the distance from San Francisco to New York 
by the Straits of Magellan? 

A. Oh, roughly I do. I don't know the mileage, no, sir. 

Q. Well, it is the south end of South America, isn't it? 

A. Oh, I know all about the geography of it, but I don't know 
the miles. 

Q. That is considerably farther than the all-rail lines from here 
to San Francisco? 

A. A great deal farther. 
1485 Q. So that the matter of distance is not controlling, is it? 
A. It never was, I guess. 

Q. No. 

A. The time and rate I guess controlled; the time you can make 
and what rate you can get. 

Q. Now, the agencies of the Southern Pacific and Union Pacific 
were not consolidated in New York at the time of the purchase of 
the Southern Pacific stock, were they? 

A. No, sir; they never have been'. 

Q. How was it further west? 

A. I believe they were all practically consolidated, except in San 
Francisco; I thinlt Chicago and Pittsburg and all those were all 
joint agents. 

Q. Then when you were testifying about the competition keeping 
up after 1901 between the Union Pacific and Southern Pacific, you 
referred to New York business, didn't you? 

A. Yes, I referred to any business that I could control. 
Q. And you worked only in New York, here? 

A. I worked in this immediate territory, yes, sir. 
Q. But you didn't intend to say by that, that competition could 
continue at New York and Pittsburg and Chicago and these other 
places where they had the same agent? 
A. Well, I cannot state in regard to that; I don't know. 
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Q. You heard Mr. Hawley's testimony about that this morning? 

A. Yes. 

Q. I didn't know whether you intended to contradict Mr. Hawley 
about it. 

A. Oh, no. 

Q. Were you aware that the Union Pacific had a boat line from 
Portland to San Francicco? 

A. I was, yes, sir. 

Q. Do you know of any traffic going that way at times, in case 
of war, or business? 

1486 A. None to speak of. I never routed any that way. 
Q. You never did, but 

A. No. Oh, yes, I suppose it did move that way. 

Q. Yes, that is what I mean. You know it did move that way ? 

Mr. LovETT. He didn't say he knew. He said he supposed it moved 
that way. 

Mr. Severance. I thought he said he knew it. 

Witness. Oh, no; I say I supposed it did. 

Q. Well, were you so informed ? 

A. No, I don't believe I ever -was. 

Q. Now, Mr. Throckmorton, you were asked if the business into 
Portland from New York was not a comparatively small business? 

A. Yes, sir. 

Q. And by that answer what did you mean? Compared with 
what? 

A. Well, with the general tonnage out of here with the Morgan 
line. 

Q. But taken by itself , not by comparison with something vastly 
greater, was it a small business or was it a considerable business, con- 
siderable tonnage ? 

A. I really do not know. I think the tonnage reports ought to 
show that at that period. The billing would show, I should think, 
what moved. 

Q. You remember of getting lots of business then ? 

A. I remember cars, yes, sir. 

Q. And all the years you were working there up to 1901 ? 

A. Yes, I remember getting cars from there. 

Q. Now, after 1901? 

A. I remember the last lot of stuff I lost — a lot of apples. They 
said they wouldn't let us handle them. That was the reason we 
couldn't get them down the long haul there. They objected to the 
handling. 

1487 Q. When was that? 

A. Oh, that was in nineteen hundred and something. That 
was one of the losses — ^the biggest stuff I went after. It was going 
to France; went abroad. 
Q. And that moved by all rail, did it? 
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A. I think so, as I remember it. That was the easiest route for it 
to move ; made the best time, in the handling. 

Q. Do you recall the fact that there was any change after 1901 in 
the matter of movement of traffic to and from Portland? 

A. I do not recall. 

Q. You don't remember about that. That is all. 

Recross-examination by Mr. Lovett : 

Q. Didn't you solicit Portland business just as actively after 1901 
as you did before ? 

A. Yes, sir. I don't recall any change ; that is what I testified to. 

Q. The Portland business that you were able to control, as com- 
pared with total Portland business, was small, wasn't it? * 

A. I should think it was ; yes, sir. 

Q. That is, as compared with the business handled by the all-rail 
lines? 

A. Yes, sir. 

Q. Now, Mr. Severance asked you frequently, or rather assumes 
that there was competition between the Southern Pacific and the 
Union Pacific. I want to make that clear as to what is meant there. 
Isn't it true that the Sunset route was competing with the all-rail 
lines, one link in which was owned by the Southern Pacific itself, 

from Ogden to San Francisco? You didn't mean to say 

/ A. One of the all-rail lines, yes, sir. The Santa Fe, of course, was 
competing. 

Q. You don't mean to say that the Union Pacific was com- 
1488 peting with the Southern Pacific line between Ogden and the 
Pacific coast, do you? 

A. I didn't say that. 

Q. Well, Mr. Severance assumes that by his questions. That is 
why I wanted to make it clear. 

Mr. Severance. No; I beg your pardon. I did not assume any- 
thing of the kind. 

Mr. Lovett. In all of your questions you assumed that the Southern 
Pacific and the Union Pacific were competing lines. 

Mr. Severance. No; I asked him that question and he said they 
were. That is his testimony. 

Mr. Lovett. I want to know what he means. 

Witness. They were in competition for that business. Mr. Ten- 
broeck's office and Mr. Hawley or Mr. Spence were all trying to con- 
trol that business. They were active competitors for it, and tried to 
get the business undoubtedly. 

Q. You mean, don't you, that the Sunset route 

A. The Sunset route, yes. 

Q. — was competing with the all-rail lines, including the line 
made up by the Union Pacific and the Southern Pacific? 

A. Everything included, yes, sir. 
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Q. In other words, the Sunset route was the preferred route in 
your work ? 

A. Yes, sir. 

Q. But you don't mean that the Union Pacific and the Southern 
Pacific line from Ogden to the Pacific coast were competing lines; 
they are connecting lines, aren't they ? 

A. They are connecting lines, but they were also competitors to con- 
trol the business. I mean all the cars that the Morgan line office— the 
Southern Pacific offices could control, we tried to control and 

1489 route, naturally. It gave us more credit the more tonnage we 
could get. 

Q. Via the Sunset route? 

A. Or the all-rail route. We wanted to control it ; tried to get the 
business. 

Q. What do you mean by the all-rail route ? 

A. I mean Ogden; through Ogden or through New Orleans. 
Through Ogden we were competing actively to get that business and 
to control it and divert it if we could. 

Q. And you would send it by the Sunset route, if you could, and 
if not you would send it by the Ogden route ? 

A. Yes, sir ; and if it went Ogden route, why— — 

Q. In that case you were working with the Union Pacific, weren't 
you? 

A. Yes, sir, we were. 

Q. Weren't you working the Sunset route via New Orleans and El 
Paso as against the trunk lines from the seaboard to the Missouri 
Eiver, and the Texas & Pacific to El Paso? You were working 
primarily for the Sunset route, weren't you ? 

A. Absolutely, yes, sir. 

Q. And next to that you worked for the Ogden route ? That is 
true, isn't it ? 

A. When I could not get the Sunset route I sent it by Ogden, most 
certainly. 

Q. And with respect to all the business moving by way of the 
Ogden route, the Sunset and Southern Pacific were not competing 
lines, but connecting lines; isn't that true? 

Mr. Severance. What is that? Just read that question; I don't 
think the witness understood it. I don't think Judge Lovett intended 
to say what he did. , 

Mr. LovETT. All right ; read the question and see. 

(Question read.) 

Mr. LovETT. No; I didn't mean that. Strike out that question, 
please. 

1490 Q. What I mean is, isn't it true that the Southern Pacific 
were interested in two transcontinental lines— the Sunset 

route, on which it could get all the revenue, and the Ogden route, on 
which it could get a share of the revenue for the haul between the 
Pacific Ocean and Ogden ? That is true, it is not? 
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A. Yes, by the Sunset route you also mean the all-rail route by 
New Orleans, I presume? 

Q. Yes, sir. 

A. Yes, sir. 

Q. Then you also worked some of it by the Sunset route to New 
Orleans ? 

A. Oh, yes, a good deal. 

Q. Now, the point I am trying to make clear is, if it is the truth, 
that the Union Pacific owned a link of about a thousand miles. in 
one of the all-rail lines to the Pacific coast, and the Southern Pacific 
also owned a link of about 850 miles in the same line ? 

A. Yes, sir. 

Q. And that those lines were connecting and not competing lines? 

A. Don't you think they could be both ? 

Q. It never occurred to me that they could. I want your opinion 
about it. 

A. I think so. 

Q. You think they were both connecting and competing lines ? 

A. I think they were both connecting and competing. The freight 
was moved over these lines ; they certainly had to get it to the South-, 
ern Pacific, and they were competing in the fact that the Southern 
Pacific wanted to control all the business they could over those lines, 
and sought to get the business and route it. 

Q. Didn't the Southern Pacific get every pound of freight 
1491 destined to the Pacific coast that the Union Pacific took to 
Ogden? 

A. Absolutely, yes, sir. 

Q. Then how could they compete in respect to that — ^that is, those 
two lines? What necessity was the Southern Pacific under, so far 
as that line is concerned, of working against the Union Pacific, if it 
got all the freight anyhow ? 

A. Well, we always tried to divert it if we could, even after it 
moved there. If it moved via Omaha and Ogden and that route, and 
we knew it, we would try to put it down by the all-rail line via New 
Orleans. 

Q. Do you mean that the Southern Pacific 

A. I mean if we found out a car — if I got a telegram saying a car 
had moved Union Pacific and Southern Pacific, I would wire ahead 
to know why it moved that way, and we would always try to get it 
via our all-rail route, the Sunset route. 

Q. You mean if the Union Pacific got control of a car of freight 
that was going to the Gulf and going over the Southern Pacific line 
from Ogden, that the Southern Pacific would still try to avoid taking 
that car? 

A. Oh, no ; not that car ; future cars. 

Q. Well, in other words, you mean what you said a number of 
times, that you would work all the business you could by way of 
New Orleans? 
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A. Yes, sir ; that is exactly what I mean. 

Q. But everythrag that the Union Pacific handled for the Pacific 
coast went to the Southern Pacific anyway at Ogden ? 
A. Yes, sir. 

Q. The Texas and Pacific and its connections attempted to handle 
a good deal of transcontinental business by way of El Paso, 

didn't it? 
1492 A. They used to get some. I don't believe it amounted to 
very much. 
Q. What they got was delivered to the Southern Pacific at El Paso, 
wasn't it? 
A. Yes, sir. 

Q. And it was a connection with the Southern Pacific line? 
A. Yes, sir. 

Q. This Colorado and Utah business moving by the Gulf — some 
of that moves by Galveston, doesn't it? 

A. It all moves by Galveston practically now; that is, since they 
got started on that line. \ 

Q. What rail lines take it out of Galveston ? 

A. Well, if the Morgan line gets it, it generally goes up on the 
H. & T. C— the Houston & Texas Central. 
Q. But if the Mallory line gets it? 
A. It might go by various lines. 
Q. Generally over the Atchison, doesn't it? 
A. The Atchison is the natural connection, yes, sir. 
Q. And the Atchison also has a line reaching the same points from 
Chicago, hasn't it? 
A. Yes, sir. 

Q. And the Atchison works that business by the Gulf, too, doesn't 
it? 
A. In connection with the Mallory line. 
Q. Doesn't the Missouri, Kansas and Texas also? 
A. Yes, sir. 

Q. Where would it take it? 
A. It would take it from Galveston. 
Q. It would carry it to Kansas City, wouldn't it? 
A. No, sir, I don't think it would. 
Q. Where would it take it? 

A. Why, it would take it at some junction point in the northern 
part of the State of Texas and turn it over to one of the lines. I do 
not think they would take it up to Kansas City. That would 
1493 be a roundabout way. I do not think any freight would 
move that way. 
Q. Have you any idea what the difference is in distance? 
A. No, I have not. 

Q. Do you think it could exceed 150 miles or 200 miles? 
A. Oh, I should think so. 
Q. You think it would be greater than that, do.you? 
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A. Something about that; about 200 miles. 

Q. Didn't the Texas & Pacific use to engage in that business, too ? 

A. To Colorado? 

Q. Yes. 

A. I don't think so. 

Q. You don't know as to that? 

A. I don't know as to that, no. I never routed a car that way. 
I don't see how they could handle it very well by Shreveport and up 
that way. 

Q. I understood you to testify that in soliciting business which 
you found you could control only by way of Ogden, that while you 
would work preferably with the Union Pacific, you would also work 
via the Denver & Rio Grande? 

A. Why, if I found a car that a man wanted to go D. & R. G., 
naturally I would. 

Q. It was immaterial to the Southern Pacific whether it went over 
the Union Pacific or the Denver & Rio Grande, wasn't it ? 

A. Yes, I think it was immaterial. 

Q. Isn't it true, Mr. Throckmorton, that shippers are not interested I 
in the division of rates between carriers ? 

A. Why, I don't think they are, especially. 

Q. You can not see how they could be, can you ? 

A. Not under the present conditions I can not. 

Q. Well, under any lawful rates do you see how they could be? 
A. No, sir, I do not. 
1494 Q. What is the most potential factor for securing business 
for the Union Pacific from this territory or any points east of 
the Missouri River, for Pacific coast points? Is it the work of their 
agents or the work of their connecting lines east of the Missouri 
River ? 

A. Well, they both enter into it. I think the trunk lines work 
pretty hard for them, naturally. 

Q. All the trunk lines ? 

A. AU the lines out of here ; and the initial lines work against the 
Morgan line. 

Q. Which do you regard as the most effective in securing control 
of the traffic? 

A. I really suppose they get a larger percentage of business from 
the connecting lines than they do from the solicitation of their own 
men. 

Q. Isn't it very much larger? 

A. I should think so. Of course I am not speaking from knowl- 
edge at all ; just my opinion. 

Q. Now, as to the work of the soliciting agents generally, Mr. 
Throckmorton, I understood you to say that their duties, among other 
things were to cultivate their connecting lines? 

A. Yes, sir; interchange of business. 
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' Q. Isn't that a very important work, too ? 

A. I always so regarded it. 

Q. Isn't it about as important, or more important perhaps, than 
the shippers themselves ? 

A. With rates at an equality it is. When moving under tariff 
rates it certainly is. 

Q. Under lawful rates it is much more effective than the work of 
the soliciting agent? 

A. It is the duty of every man himting that business to get next to 
the business of the connecting lines, and if he does not do it he ought 
not to hold his job. That is what I think about it. 

1495 By Mr. Severance : 

Q. Judge Lovett was just asking you about the amount of 
weight that the various soliciting agents would have in securing busi- 
ness for the Union Pacific? 

A. Yes, sir. 

Q. It is a fact, is it not, that business is exchanged more or less? 

A. Eeciprocity, yes, sir. 

Q. And the Union Pacific always, prior to 1901, maintained agen- 
cies in California, didn't it, endeavoring to secure east-bound routing? 

A. Certainly. 

Q. To secure that as against the Sunset Route to the east? 

A. Yes, sir. 

Q. And the Union Pacific then had that traffic to exchange with 
the lines east of the Missouri Eiver in order to secure return favors 
on west-bound traffic? That is true, isn't it? 

A. That is true. 

Q. And the same applied to the Denver & Rio Grande, didn't it? 

A. I think so. 

Q. Now, the lines between the Missouri River and Chicago have 
commercial agencies both on the Atlantic and Pacific coast, haven't 
they? 

A. Yes, most of them have. 

Q. The Northwestern? 

A. Oh, yes. 

Q. The St. Paul? 

A. Yes. 

Q. The Wabash, and the Rock Island, and all have? 

A. Yes, most of the lines have. 

Q. And those soliciting agents work with their coimections in the 
same way that you have testified to? 

A. Yes, sir. 

Q. Now, in addition to the work the soliciting agents do with 

1496 each other as representatives of the different lines, what work 
do they do with the shippers? You have already stated in 

general, haven't you, what work they do? 
A. Yes, sir ; the general duties. 
71535— vol, a— 09 ^27 
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Q. And you do not intend by anything you testified to in answer 
to Judge Lovett, to modify anything you said about their work with 
the shippers? 

A. No, sir; they work just as hard with the shippers as they ought 
to — cultivate them. 

Q. They use all these methods in getting business? 

A. Yes, sir. 

Q. And all these methods were used by the Union Pacific to get 
business away from the Sunset route, were they not, when they were 
competing? 

A. Yes, sir. 

By Mr. Lovett: 

Q. Mr. Throckmorton, one question that I should have asked you 
before which I forgot. Mr. Severance in his redirect examination 
asked you if the Union Pacific secured the routing of a car and took' 
it to the Southern Pacific, the Southern Pacific at Ogden would have 
nothing to do but to haul it to the Pacific coast, that it would have to 
do it. Now, as a matter of fact the Southern Pacific would have a 
good deal to do with making the rates under which that car moved, 
wouldn't it? 

A. Why, yes, I should think it would. 

Q. The Union Pacific could not get it there except at rates agreed 
to with the Southern Pacific, could it? 

A. No, sir, it couldn't. 

Q. What? 

A. No, sir. 

By Mr. Severance: 

Q. By my question I was assuming that in that instance 

1497 the Southern Pacific was obeying the law and leaving it to the 
published rate. You understood that, didn't you ? 

A. I did, yes, sir. 

1498 JOHN F. CHUMASEEO, 

called as a witness on behalf of complainant, being duly sworn, 
testified as follows: 

Direct examination by Mr. Severance : 

Q. Mr. Chumasero, what is your business ? 

A. I am with the Royal Baking Powder Company. 

Q. How long have you been with that company ? 

A. Since 1899. 

Q. In what position? 

A. Previous to 1901 as general clerk in one of their departments. 
Since March, 1901, I have had charge of the traffic, also one of the 
departments. 
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Q. Where is your factory, or factories ? Where are your factories? 

A. In Brooklyn— the main factory. 

Q, Do you ship to Pacific coast points? 

A. Yes, sir. 

Q, From where? 

A. From Brooklyn. 

Q. A large or small amount of freight? 

A. Fairly large. 

Q. You have the largest business in that line in the country, haven't 
you? 

A. We have going to the Pacific coast, certainly. 

Q. Do you ship carload or less than carloads? 

A. Both ; that is both generally ; not both to the coast. 

Q. What do you ship to the coast? 
. A. Carloads. 

Q. In what way, during that time from 1901 on, has your traffic 
been solicited, if at all? 

A. By soliciting agents. 

Q. Of different lines? 

A. Of the transcontinental lines, yes, sir. 

Q. And by the transcontinental lines you mean what lines ? 

A. Such as the Southern Pacific, the Union Pacific, the Santa 
Fe, the Northern Pacific, the Great Northern, the Canadian 
1499 Pacific; all of them. 

Q. Is your freight of a character that it can be moved by 
any line to the coast? 

A. Yes, sir. 

Q. And the rates are (the same, aren't they ? 

A. Yes, sir. 

Q. In soliciting your business, I understand there is no attempt 
at cutting rates or anything of that kind ? 

A. Not at all. 

Q. What inducements are offered, or how do they endeavor to get 
your business — the soliciting agents? 

A. Well, the main factor now is the service, the length of time, 
the general handling of the goods, the condition in which they arrive, 
and the personality of the soliciting agent. 

Q. All of those elements enter into the securing of traffic? 

A. All of those elements ; yes, sir. 

Q. How do you route your traffic to the coast ? 

A. What do you mean by thUt, sir ? 

Q. By what roads are you in the habit of shipping? 

A. All of them. 

Q. To California points how do you ship ? 

A. Southern Pacific or Santa Fe, mostly. 

Q. By Southern Pacific you mean the Morgan line? 

A. The Morgan line ; yes, sir. 

Q. And to Portland? 



922 CflUMASEBO. 

A. Generally Northern Pacific or Great Northern and the Oregon 
Short Line. 

Q. Via all those routes? 

A. Via all those routes. 

Q. And have you any set rule about it, or do you ship quite largely 
in response to solicitation? 

A. No rule, sir. It is entirely in my discretion. 

Q. And you do not adhere to any rule in that regard? 

1500 A. No. 

Q. Do you ship to the Orient in that direction ? 
A. Not by the coast; no, sir; all by Suez. 

Cross-examination by Mr. Lovett : 

Q. In mentioning the lines by which you ship to Portland you 
didn't mention the Southern Pacific. You do not ship to Portland 
by that line ? 

A. We do not ship that way ; no, sir ; not to Portland. 

Q. Why? 

A. Because I think it is too long and around-about way, and re- 
quires too many handlings of the goods. 

Q. You are solicited for your Pacific coast traffic by all the lines 
out of New York, aren't you — not merely by what you call the trans- 
continental lines, but lines west of the Missouri River, and the South- 
ern Pacific and Atchison? 

A. No, I should think not. I should say it was confined to the 
transcontinental agents. 

Q. Aren't you solicited by the New York Central ? 

A. Not by California agents. In a general way they want all the 
business they can get, but we are not specifically solicited for Cah- 
fornia business or any specific coast business. 

Q. By any of the lines leading out of New York ? 

A. No, sir. Of course if they hear that I have got a car moving 
they may come around and try to get it. 

Q. But you are not solicited by them as actively as by the other 
lines? m 

A. No, sir; not at all. 

Q. Has solicitation by the agents of the Union Pacific and the 
Southern Pacific continued to be active? Are you solicited by both? 
A. Right along; yes, sir. 

1501 Q. What is that? 
A. Yes, sir. 

Q. You haven't observed any change in that respect in recent 
years, have you ? 
A. No, sir; not at all. 

By Mr. Severance: 

Q. Still' competing, are they ? 
A. Yes, sir. 
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1502 FEANK B. MESICK, 

called as a witness on behalf of complainant, being duly sworn, testi- 
fied as follows : 

Direct examination by Mr. Severance : 

Q. Mr. Mesick, where do you reside ? 

A. My legal residence is Deal Beach, New Jersey. 

Q. Where is your business ? 

A. 401 Broadway, New York. 

Q. And what is your business? 

A. Eailroading. 

Q. With what system ? 

A. The Eock Island. 

Q. How long have you been with the Eock Island ? 

A. Going on 37 years. 

Q. What is your present position with the Eock Island ? 

A. General Eastern Freight Agent. 

Q. Do you also represent the Frisco? 

A. No, sir. 

Q. Just the Eock Island ? 

A. The Eock Island. 

Q. And how long have you been the general eastern agent of the 
Eock Island? 

A. Since 1882. 

Q. What in general are your duties as the general eastern agent of 
the Eock Island road ? 

A. To get business for the Eock Island road — freight. 

Q. In what way? 

A. Solicit from the shippers. I first make them understand, if I 
can, that we are the best road west of Chicagoj St. Louis, Kansas 
City, andfcQmaha. 

Q. Well, that isn't hard, is it? 

A. Well, sometimes we find it more difficult than others. 

Q. Go ahead. "?' ^ 

A. Well, that is all that it is necessary for us to do. If we can 
satisfy them we can get it. 'HI 

Q. Do you have some gentlemen employed under you in the same 
work? 

A. Yes, sir. 
1503 Q. Making the same representations to shippers? 
A. I presume they do, yes, sir. 

Q. You heard Mr. Throckmorton's testimony a little while ago, 
in general, as to the duties performed by soliciting agents? 

A. Yes, sir. 

Q. Do you agree with that in general — so as to save time ? 

A. Yes, sir, in general ; we all work along the same line. 

Q. What is the eastern terminus of the Eock Island ? 

A. Chicago. 
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Q. And its western terminus? 

A. Denver and El Paso. 

Q. Do you also reach Omaha? 

A. Yes, sir. 

Q. How long ago did you build into El Paso? 

A. About seven years. 

Q. Prior to the time you got into El Paso your only route on 
transcontinental business was by Denver or Omaha, wasn't it? 

A. Yes, sir. 

Q. With whom did you work ; with what transcontinental line did 
you work in handling transcontinental business, before you got to 
El Paso? 

A. The Union Pacific, the D. & E. G. 

Q. Dependent on whether you could carry it to Denver or Omaha? 

A. Yes, sir; that is right. 

Q. You would get the entire haul to Denver? 

A. "We would get the entire haul to Denver, and we take it when 
we consider it is to our interest ; otherwise we aim to deal fairly with 
all of our connections; and if cases arise where we think it is to our 
interest to work with the Union Pacific via Omaha, we work that 
way, ignoring the long haul. 

Q. And get the haul from Chicago to Omaha ? 

A. Yes, sir. 

Q. In working for business in connection with the Union Pacific, 
we will say, on transcontinental business, with whom 

1504 would you work — with their agents, or 

A. Well, if we felt it was necessary ; or work independently 
of them. 

Q. With the shippers? 

A. With the shippers. 

Q. Was it frequently your custom to work on the sam&^hipment 
with the Union Pacific force? 

A. At times, yes, sir. If we felt they were as strong as ourselves, 
or a little stronger, we mi^^ go to them. 

Mr. LovETT. WhatjWas that question? 

Mr. Sevbr^ce. I ask him if he worked with the agents of the 
Union Pacific to secure shipments at times. 

Q. Now, when you were working that way with the Union Pacific 
on transcontinental business, with whom were you competing? 

A. We were competing with the Sunset Route, the Atchison, 
Topeka and Santa Fe and the Denver & Rio Grande. 

Q. That is on California business? 

A. Yes, sir. ,j 

Q. And on the northern coast business, when you were working^ 
with the Union Pacific, I suppose you were competing with the 
northern lines? 

A. Yes, sir, the Great Northern. 

Q. The Great Northern and Northern Pacific? 

A. Yes, sir. 



MESICK. 925 

Q. How energetic was that competition from the time you com- 
menced, 25 years ago, to be the general eastern agent of the Frisco 
up to the time you built into El Paso ? 

A. Please repeat that. How energetic ? 

Q. Yes. I mean was it an active competition. 

A. Certainly; and constant. 

Q. Active and constant? 

A. Yes, sir. 

Q. Were you familiar with the competition that existed between 
the Union Pacific and the Sunset Eoute prior to 1901 ? 
A. No, sir. 

1505 Q. You didn't know 

A. Nothing about it. 

Q. — the details about how they handled it, except as you were 
brought into connection with it? 

A. That is all. 

Cross-examination by Mr. Lovett : 

Q. Weren't you also competing with the Burlington and the Mis- 
souri Pacific? 

A. Yes, sir. In transcontinental business, I suppose you mean. 

Q. Yes, that is what I mean. 

A. Yes, sir. 

Q. And the Chicago, Milwaukee & St. Paul? 

A. Yes, sir. 

Q. And the Chicago & Northwestern? 

A. Yes, sir. 
. Q. The Illinois Central between Chicago and Omaha? 

A. Yes, sir. 

Q. Your lines extend as far east as Chicago? 

A. Yes, sir. 

Q. fiPlsKthe Eock Island send any business to California by way 
of El Paso? ■:'s».?|||.ssfc 

A. Yes, sir. 

Q. Over the Southern Pacific from fll jfeso to California ? 

A. Yes, sir. >fc, ^ 

Q. Do you work any of that business, Mr. Mesick? 

A. Yes, sir. 

Q. With whom do you compete there, in the sense in which Mr. 
Severance used the term? 

A. If it is Southern California — well, we will say that route we 
use more strenuously than any other, for Southern California; we 
are competing against the Sunset, the Atchison, Topeka and Santa 
Fe — in fact any line running up to Denver connecting with the San 
Pedro — as well as the Union and Southern Pacific. 

Q. You say you are competing with the Sunset. You mean that 
portion of the Sunset east of El Paso, don't you. 

A. Yes, sir. 



926 MESICK, 

1506 Q. Because the Sunset Route handles your business from 
El Paso to its destination in California? 

A. Well, if you wish to call it Sunset. We always speak of it 
as the Southern Pacific. 

Q. That is part of what is known as the Sunset Eoute, isn't it? 

A. Yes, sir. 

Q. What was the length of your haul on that business ordinarily, 
as compared with the length of the haul that the Southern Pacific 
gets out of the same business? 

A. I can not answer it. 

Q. There is not much difference, is there ? ~ 

A. I do not believe there is a difference — at least it is my impres- 
sion the earnings are about the same. I have no information. It is 
on my mind. Probably it has been figured out some time, but I 
can not give you the distance, because I don't know. 

Q. The agents of the Union Pacific and the Southern Pacific here 
in New York, in working with you, or when you come in contact 
with them, are they active, both? 

A. Very. 

Q. Have you noticed any change in that condition? 

A. No, sir. 

Q. It has continued the same during a long period of years, then? 

A. Yes, sir. 

Q. Do the Rock Island lines handle any business by the Gulf from 
the Atlantic seaboard to Colorado and Utah points ? 

A. Yes, sir. 

Q. It moves to Galveston and New Orleans? 

A. Yes, sir. 

Q. By the Mallory line or the Morgan line? 

A. Yes, sir. 

Q. And thence by rail to Colorado and Utah points? 

A. Yes, sir. ^ 

Q. I suppose that if you can not get buaness to those points 

1507 by way of Chicago and thence over your line, but can get it 
by the Gulf, you will^ke ^ that way, won't you ? 

■ A. We take it any way we Tan get it. 

Q. You hav^e^eral routes ? 

A. Yes, sirJP' 

Q. ^d I suppose you prefer the one that affords you the most reve- 
mm, d<ryou not? 

A. Why, yes ; that is the principle upon which we work, yes, sir. 

Q. You have rather an active route for that territory by the Old 
Dominion line? 

A. The Old Dominion? 

Q. Yes. 

A. Very. 

Q. To Birmingham, Alabama? 

A. Very. 

Q. Have you a map of your system? 
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A. At the office, yes, sir. 

Q. I would like to have it offered as an exhibit. 

A. I assume we have it there. 

Q. You have an advertising map, haven't you? 

A. Yes, sir. I would be glad to send it down. 

Q. If you will mark one, sign your name to it, and send it down 
you needn't trouble about coming yourself. 

A. Very well. 

Q. If you send it to the Examiner — and I would like to have that 
marked as an exhibit. 

A. Now, I assume that we have one. We do have them, and if it is 
there you can have it tomorrow. 

Q. Well, I want one identified by you. 

A. All right. 

Mr. Severance. Do you want the Rock Island system, or the Rock 
Island and the Frisco system both ? 

Mr. LovETT. I want the map that he uses in advertising — ^their 
advertising map. 

Redirect examination by Mr. Severance : 

Q. Judge Lovett was asking you with reference to business 
1508 into Colorado common points, Mr. Mesick? 
A. Yes, sir. 

Q. And you stated that you could reach Colorado common points 
from Galveston in connection with the Morgan line, or you could 
reach it by the all-rail lines. 

A. I think I stated we could reach from Galveston via the Morgan 
line and the Mallory line. 

Q. Yes, from both. 

A. Yes, sir. 

Q. But one combination would be the Morgan line to Galveston 
ana your4ine from there? 

A. Not our lines, tlie H. & T. C., but the Trinity & Brazos Valley. 
They would make the delivery Jbp us at Fort Worth. 

Q. That is one of the Frisco line^ffchich runs from Galveston to 
Fort Worth? *»». 

A. No, sir ; it is the Brazos Valley. I do not know, who the owner 
of it is since the Colorado Southern has been sold ; but it is supposed 
to be owned by the Rock Island and Colorado Southern. " Whether 
that is so or not I do not know. ^^'^Ull! . 

Q. Does that take you to Fort Worth? 

A. That takes us to Fort Worth, yes. 

Q. And then the Rock Island takes it from there? 

A. From Fort Worth, right through. 

Q. You have your own line to Fort Worth? 

A. Yes, sir. 

Q. You can also get into Colorado common points by rail from 
Chicago ? 
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A. Yes, sir. 

Q. Now, the Union Pacific is one of your competitors in to Colo- 
rado common points? 

A. Yes, sir. 

Q. Whether your traffic comes by the Morgan line or by Chicago? 

A. Yes, sir, it is a competitor. 

Q. It is a competitor both ways ? 
1509 A. It is a competitor more from the Missouri River, over its 
own rails. 

Q. Over its own rails? 

A. Yes, a friendly competitor. 

Q. I hope they are all friendly. Trying to get all the business 
they can, aren't they ? 

A. Yes, sir. 

Q. And I believe you stated in answer to Judge Lovett that the 
Union Pacific and the Southern Pacific are each still struggling to 
get all the transcontinental business they can out of New York ? 

A. Yes, sir. 

Q. Still competing with each other? 

A. Yes, sir. 

Q. On transcontinental traffic? 

A. Yes, sir. 

By Mr. Lovett : 

Q. The Union Pacific does not compete with you east of the Mis- 
souri River, does it? 
A. No, sir. 



1510 LOUIS M. ALLEN 



being duly sworn on behalf of the complainant, testified as follpws: 

.$., **^ 

Direct examination by Mr. Severance : ■• * 

Q. Mr. Allen, where do you live? 

A. Westwood, New Jersey. 

Q. And wha^is your business ? 

A. Railroad business. 

Q. Ii],,,corinection with what railroad? 

A. The New York Central. 

Q. How long have you been connected with the New York 
Central? 

A. Consecutively since 1888. 

Q. And in what capacity ? 

A. As clerk, soliciting agent, division freight agent, assistant gen- 
eral eastern agent, commercial agent, general eastern freight agent 

Q. I think you told me this morning that you had just resigned 
as general eastern agent, to take some other position. 
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A. Xo, I have not resigned, but I was transferred to other duties 
the 1st day of January. 

Q. You have had railroad experience other than witli the New 
York Central? 

A. Yes. 

Q. With what road? 

A. I was with one of the New York Central fast freight lines, the 
Merchants' Despatch Transportation Company; that was my first 
service. I was also with the Associated Roads of Virginia and 
Carolina at one time. 

Q. Take it all together, how many years have you been rail- 
roading? 

A. Since 1868. 

Q. And all the time in the traffic end of the business ? 

A. Always in the traffic department. 

Q. You say that you have been for some time the general 

1511 eastern agent, and you have been continuously with the New 
York Central since 1880, and has that been in connection with 

securing business, soliciting business? 

A. Soliciting business. 

Q. All classes? 

A. All classes. 

Q. Your lines participate in transcontinental business ? 

A. Yes, sir. 

Q. And have you worked with other lines to get that business ? 

A. Yes, sir. 

Q. Over what lines do you ship to the Pacific Coast; that is, over 
what lines does business originating on the New York Central move 
to the Coast? 

A. It moves over various lines ; it depends on what gateway. 
*a^. I am speaking of over what transcontinental line. You under- 
stand wHat L mean by the transcontinental lines ? 

A. Well, it wouldlftiOYe over any line from Chicago, or from St. 
Louis, or from Cincinnati, on Louisville. 

Q. Or by St. Paul? ■*-* 

A. Or by St. Paul. Of course that would be Chicago, by lake 
and rail. » - m 

Q. I speak of the transcontinental lines as distingiiish^dfrom those 
east of the Missouri. ^^Il 

A. Yes. 

Q. Now what is the fact as to whether these different transconti- 
nental lines, beginning on the north with the Great Northern and 
going south to the Sunset Route, have been during your time here 
in New York in competition with each other to get the traffic over 
their respective lines to the Coast? What is the fact about that? 

A. I don't understand your question. 

Q. Well, I wiU put it in different form. Have the different 

1512 transcontinental lines, beginning with the Great Northern on 
the north, the Southern Pacific on the south (the Sunset 
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Boute), been competing here and endeavoring to get business over 
their respective lines to the coast, or have they not? 

A. Oh, yes. 

Q. They have. Do they all maintain separate agencies? 

A. Yes. 

Q. What relation, if any, have you had with these various agencies ? 

A. I have had more or less relations with all of them ; that is, in 
our efforts to secure business for our lines. 

Q. For your lines? 

A. Yes. 

Q. Yes ; I suppose trying to procure business for their lines. 

A. Yes, sir. 

Q. Do you remember the time that Mr. Hawley represented the 
Southern Pacific here? 

A. Yes, sir. 

Q. Concerning which he testified. I don't know whether you 
heard him or not. He testified here this morning. You were en- 
gaged all that time yourself in this work in New York, were you not ? 

A. Yes, sir. 

Q. Were you at that time familiar with the competition that was 
being made by Hawley as against other lines ? 

A. Oh, yes. 

Q. That was well known in the business, was it ? 

A. Yes, sir. 

Q. Was or was not the Union Pacific competing for Coast business 
against the Sunset Koute? 

A. Yes, sir, they were. 

Q. How do the different agents work together (I mean not agents 
of competing lines, but of connecting lines) in handling; 
1513 traffic? 

A. Well, it is more a matter of reciprocity than anyt hing^ 
else. If one has a carload, why, he will swap it off with angfeglySflfiP 
that has got a carload, if it is possible; that is| a%the conditions be- 
ing equal. . * " 

Q. Is that a condition or^^j^od of securing business that is in 
common vogue by soH^j^ngTgents ? 

A. Oh, yes, tlj|^ <fe one of the favorite methods of procuring busi- 
ness; that i^witli the connecting lines. 

Q. Tha^is'what I mean. 

A'J*»It*s a matter of reciprocity. 
4 Q. Did you ever know of business being routed to San Francisco 
» by way of Portland and the steamship line down? 

A. I think that some years ago there was business routed that way. 
I do not recollect just when it occurred, but in a general way I 
should say that there had been business moving. 

Q. Was that at some time when competition was pretty strong, or 
something of that sort? 

A. Yes, sir. 

Q. Was that the occasion of it? 
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A. Yes, sir. 

Q. Did you have anything to do with securing east-bound traffic 
from the Coast? 

A. Yes, sir. 

Q. Have you had for a good many years? 

A. Yes, sir. 

Q. How do you work for that traffic ? 

A. We work through the consignees here ; we work on information 
that we obtain, sending it sometimes to our representatives on the 
Pacific Coast; and other times we work through the representatives 
of the transcontinental lines. 

Q. Suppose you found that a car or a train-load of stuff was com- 
ing East and was routed over the Union Pacific from Portland 

1514 or San Francisco, how would you proceed to work with them ? 
What would you do in working with them to get control of 

that business? I want to get at the method. 

A. Why, we would see the agent of the Union Pacific road and ask 
him to route it over the New York Central. 

Q. And that would be an occasion for some of this swapping that 
you spoke of, this reciprocity? 

A. Yes, sir. 

Q. Now, was that a frequent occurrence — that sort of transaction ? 

A. Oh, yes, that was a very frequent occurrence. 

Q. During all the time you have been in the business ? 

A. Yes, sir. 

Q. Is it usual when transcontinental business is secured by the 
agent of one line — for instance, suppose you secured it: is it usual 
for the consignor or consignee (from whichever you get it) to permit 
you to route it, or does he usually route it himself ? 

A. Well, that would happen both ways. Sometimes they would 

_ |te the routing all the way through, and sometimes they would 
simply give tl^Jjusiness to us and leave us to route it beyond our line. 

Q. Beyond your own line? 

A. Yes. '■*-♦. ||, 

Q. Well, that is about the usual*»«feiiuna|Jn the railroad business, 
isn't it — sometimes one way and sometimes the xdih er ? 

A. It is soinetimes one way and sometimes anomofc 

Q. Now, is it customary in the railroad business, whamia^ shipper 
gives a car or a shipment of merchandise to be transported' acjoss the 
continent, to an initial line, to respect his wishes as to the way it shaili:^ 
move off the line, if he gives you instructions? " 

A. Yes. 

1515 Q. It is customary to do that in the railroad business, 
isn't it? 

A. I think so, yes, sir. 

Q. And this reciprocity that you speak of applies to the unrouted 
traffic? 
A. Yes, sir. 
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Q. That is, it is lef rf or you to send it by whatsoever line you please 
off your own line? 

A. Yes, sir. 

Q. Do you do any business with the Canadian Pacific on trans- 
continental business? 

A. We do a certain amount of business into Winnipeg and into 
Vancouver and points of that kind — into the Northwest. 

Q. Puget Sound country? 

A. Yes, sir. 

Q. Does any traffic move from there south at the present time, as 
far as you know ? 

A. No, I think not. 

Q. Do you remember the time that the Canadian Pacific had any 
differential ? 

A. Wliy, in a general way, yes. I recollect that they did start in 
there with a differential at one time. 

Q. At that time some traffic moved under that differential to San 
Francisco, didn't it? 

A. Some traffic did. 

Q. Did you participate in any of that ? 

A. I don't recollect. I think, however, we did, but I will not be 
sure. 

Cross-examination by Mr. Lovett : 

Q. You actively solicit business for the New York Central lines 
from this territory to the Pacific Coast, don't you, Mr. Allen ? 

A. Yes, sir. 

Q. You say you route it by all lines, all gateways? 

A. Yes, sir. 

Q. And you mentioned the gateways of Louisville, St. Louis 

Mr. Severance. No, he didn't mention Louisville. 
Mr. Lovett. He said Louisville. 
1516 Mr. Severance. Oh, did he? I beg your pardqj^ 

Witness. Yes, I said Louisville, '^e^had a line that we 
operated over the West Shore roac^and over the Wabash and the 
Missouri Pacific, the D. &^,. G., and the Central Pacific, and later on 
into Southern Ca^maiia points we operated over the Clark road 
from Salt Lal^CKyoy the same route. 

Q. Whj^ way does the principal traffic that you control for Pacific 
coast points go ? By the Union Pacific, doesn't it ? 
jr A. Yes, sir. 

Q. The Union Pacific, and thence over the Southern from Ogden, 
west? 

A. Yes, sir. 

Q. The fact that these intermediate carriers have agents also 
soliciting does not indicate that they are competing with everybody 
else who is soliciting, does it ? 

A. Well, it means that we had to work with them. We often had 
to work with them for business that they controlled or business that 
they influenced. 
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Q. Have the Chicago, Milwaukee & St. Paiil and the Chicago & 
Northwestern soliciting agents in New York? 

A. Yes, sir. 

Q. They work also for transcontinental traffic, don't they? 

A. Yes, sir. 

Q. They are not competitors of yours, are they ? 

A. Oh, no. 

Q. They are connecting lines? 

A. Connecting lines. 

Q. And the Union Pacific in having soliciting agents here works 
for the transcontinental traffic, and it is not a competitor of those 
lines for that traffic, is it ? 

A. No, sir. 

Q. You said that sometimes, if you knew a car had been routed 

from California eastward, over the Union Pacific, you would see the 

Union Pacific agent and try to get him to route that over 

1517 your lines, east of his lines. Are not those cases very rare, 
Mr. Allen? 

A. No, I think not. 

Q. Can you recall an instance where it occurred ? 

A. No, I can not recall any particular instances; that is, not defi- 
nitely, but at the same time we have been compelled a great many 
times to go not only to the Union Pacific, but to other Western roads 
and say to them, " We understand that you control a certain amount 
of business," specifying the particular business — that is, from Cali- 
fornia ; we would simply say, " We want a share of that ; we want a 
piece of that business." 

Q. What are your active competitors for this transcontinental 
traffic? 

A. All of the trunk lines. 

Q. Every line leading out of New York ? 
StU^t^ Every line leading out of New York, including the Southern 
Pacific. "' ~ 

Q. Including the Sunset route and every line out of New York ? 

A. Yes, sir. "' **a 

Q. The Union Pacific is not a competitor of yours for that traffic, as 
I understood you to say ? ">., !Mfe 

A. No, the Union Pacific is a connection. ^^ % 

Q. Yes. And all of the trunk lines out of here are comipeting with 
each other, and the Sunset Route (both lines), for that business,^jid 
also the Mallory line? ^^-^ 

A. Yes, sir. 

Q. You were asked about the movement of business by boat line 
from Portland, between Portland and San Francisco. Have you any 
knowledge of that matter, Mr. Allen ? 

A. Why, it is so indistinct that I would not like to say that I have. 
I simply have a recollection that there was some business moved 

1518 that way several years ago. 

Q. You don't remember what year? 
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■* . 

A. No, sir, I would not like to say. * ^ 

Q. You could not say that any of it moved that way, could you ? 

A. Only in a general way. I would not like to say definitely. 

Q. The movement that way you never knew to be of any particular 
significance or importance, did you? That is, if there was any 
moved, it was very small, wasn't it? 

A. That I could not say, sir. 

Q. Did you ever attempt to route any that way ? 

A. I would not like to say that I did. 

Mr. Severance. Well, would you like to say you have not? 

Witness. No, I would not like to say that I have not. 

Mr. Severance. Well, I will excuse you from saying it. 

Mr. LovETT. So will I. 



The Examiner. We will now take an adjournment until 3 o'clock 
tomorrow afternoon. All the witnesses who are here, who have not 
been examined, will return at that time. 

(Adjourned until the afternoon of Thursday, January 7, 1909.) 
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